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SPECIE PAYMENTS AND THE DOUBLE STANDARD. 


A year or two ago very few of our statesmen could have 
anticipated the new turn which has been given to the 
agitation about specie resumption. It has often been pre- 
dicted by sanguine persons, before and since the close of the 
war, that the Pacific railroads would in some way or other 
facilitate the restoration of coin payments in this country. 
The precise method, however, by which this desired object was 
to be brought about, has never we believe been suggested till 
of late. It is affirmed that the way in which specie pay- 
ments are to be facilitated through the agency of the Pacific 
railroads and of the territory that they traverse, is beginning 
to disclose itself, and that the production of gold and silver has 
been recently augmented at the critical period when it 
seemed most required by the monetary exigencies of the 
nation. This is certainly an encouraging view of the situa- 
tion, and it is none the less worthy of examination because it 
runs counter to the general current of European opinion on 
the subject. Numerous instances may be cited in which 
American progress has been successfully achieved by means 
which foreign critics disparaged and failed to appreciate until 
after the event. Let us briefly inquire then into the pros- 
pects of resumption as they are affected: by the new supplies 
of gold and silver from Nevada. And first of all it is quite 
evident that these abundant supplies give us an advantage 
of peculiar value over the nations of Europe. Germany is 
and has been a large purchaser of gold. The Bank of France 
is still amassing the precious metals, and holds a larger hoard 
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of ‘coin than has ever been accumulated by any nation of 
modern times. The Bank of England holds considerably 
more coin than the average of many years past, as do also 
most of the other chief banks of Europe. There is thus a 
general struggle among all the commercial nations to get 
possession of as large an amount as possible of the precious 
metals and especially of gold. Now it is very evident that 
those countries which produce gold largely have an advan- 
tage over other nations which have so much anxiety to pur- 
chase and to accumulate it. 

Secondly, we must not suppose that the present panic 
about silver is likely to last. It has been too much over- 
done. A quarter of a century ago some eminent economists 
wrote elaborate treatises to prove that silver was the only 
reliable metal, and that gold was unfit for coinage or for 
monetary standards, because it was sure to depreciate in con- 
sequence of the large new supplies from Australia and Cali- 
fornia. There was at that time a panic in regard to the 
gold supply, just as there is at present a panic about the 
supply of silver. Now it is important for us to remember 
the maxim so often insisted upon by Adam Smith, that 
silver and gold are commodities for which there is through- 
out the world an unlimited demand. With this great prin- 
ciple in view, we can explain how it is that the predictions 
above referred to were not fulfilled, and that gold has suf- 
fered so little depreciation from the enormous increase in the 
production of the last quarter of a century. The increased 
supply developed an increasing demand, and the latter is now 
more than equal to the former. Hence it has been argued 
that if gold depreciated 25 per cent. during the twenty years 
closing in 1869, it has appreciated quite as much since that 
period. On this hypothesis many irregularities in the mone- 
tary history of the world during the last quarter of a century 
receive a plausible solution. While the precious metals were 
depreciating, an amazing force was imparted to the machinery 
of production, because this depreciation favored the debtor 
classes, who are usually the active producing classes of any 
community. But if the theory before us explains in part the 
growth of production in Europe and America during 
the first twenty years of the gold supplies, it throws a still 
more important light upon the causes of the present stagna- 
tion and depression. For such a languor of productive 
industry never fails to attend the temporary appreciation of 
the precious metals, and the perturbation of the monetary 
standard which that appreciation causes. We think that the 
present panic in silver is likely to be followed by a reaction 
for several reasons. One of these is that the panic has been 
unexampled in its violence. Bar silver was quoted in Lon- 
don 22d June at 5056 pence an ounce. Not very long ago 
the gold price of silver was 62 pence an ounce, and before 
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1848 silver ranged a little below 60 pence for many 
years. It is impossible to foresee how much lower the panic 
may depress the gold price of silver. What is more im- 
portant is, that the movement is in its nature a temporary 
one, and like all panics, the more violent are its oscillations 
the sooner may the inevitable recovery be looked for. 

Thirdly, although this reaction is morally certain to be 
brought about at no very distant day, still, the time and cir- 
cumstances of its development are uncertain. Hence it is ob- 
viously premature for our government to take immediate steps 
to call an International Convention for the purpose of agreeing 
upon some permanent standard of value between silver and 
gold. When the spasmodic movements caused by the panic, 
have thoroughly spent their force, silver and gold will adjust 
themselves to each other by the operation of great general 
laws such as have always governed their relative value; and 
these laws are quite beyond the reach of any international 
convention such as has been projected. It is probable, though 
of course nothing can be certainly known on the subject, that 
the relative value of the precious metals when the present 
perturbations have ceased, will not vary greatly from the 
average of the past fifty years. The demand for silver among 
the nations of the Orient will probably be the first to revive, 
and we have at present too little information about the chief 
causes of its interruption, to be able to foresee the precise 
time when it will resume its ordinary activity. It is, however, 
the opinion of shrewd, well-informed men, that the movement 
can not be long delayed, and that when it begins, other forces 
will soon act on the silver market. Indeed, Germany may 
perhaps discover that she will need as much silver coin under 
her new monetary standard as under the old one. 

Finally, it will be easily seen that under these circumstances 
the United States enjoys facilities for preparing to resume 
specie payments which may never recur. To these it may be 
added that the government can purchase silver bullion and 
coin it for the redemption of its fractional notes without the 
loss that has been heretofore calculated upon. Hence the 
supply of the subsidiary silver coinage can be consummated 
much more swiftly and cheaply than any economist or states- 
man could have ventured to predict when the resumption law 
was passed. Moreover, we shall be able, by pushing vigor- 
ously forward this part of the work of preparation for specie 
payments, to steady the market until the return of more 
correct ideas in Europe about silver and its absolute neces- 
sity as the subsidiary money for the minor transactions of 
trade. The question is often asked whether we shall resume 
on the double standard, or on the single standard of gold. 
Before this question can be answered in any practical way, 
the whole problem will perhaps have been solved for us by 
the logic of events. If, as we have suggested, the relative 
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value of silver and gold is destined to return after a few 
further oscillations and to resume its old proportion, the ques- 
tion of the double standard will lose most of its interest for 
us. We must, however, remember that it was the double 
standard which we left when we established our paper money 
system in 1862, and, that from that period until 1873, the 
silver dollar had by statute as much claim as the gold 
dollar to be regarded as the standard of our specie money. 


eee 


THE USURY PENALTY AND ITS RESULTS. 


We regret to hear in some parts of the country reports of 
a growing disposition to make a change for the worse in 
the usury laws. This unfortunate tendency appears to origi- 
nate among the agricultural community, who find that they 
cannot borrow money on real estate as cheaply as they desire. 
Instead of searching out the true nature of the difficulty, our 
farmers have allowed themzelves to be misled by ignorant 
and sophistical advisers, who tell them that if they pass a 
law imposing severe penalties on men who lend money upon 
real estate at high rates of interest they will be able to 
compel these men to lend at lower rates. A little common 
sense and reflection would show a farmer the folly and stu- 
pidity of this mode of reasoning. Let a thoughtful man ask 
himself the question, in these days of railroads swift travel 
and cheap transportation, what he would do if a law should 
be passed prohibiting him from selling his cattle or his cot- 
ton, his corn his tobacco or his wheat, to anybody in his 
own State, except at a price inferior to that of contiguous 
States. A prudent, thrifty farmer, would say to himself: “If 
I cannot get full prices for my produce from my neighbors 
here, what is there to hinder me from selling my crops some- 
where else? I will send them to New York, or Chicago, or 
New Orleans, or to any distant market where they will fetch 
the highest price they are worth.” Such is the course of 
reasoning which any shrewd farmer would use in regard to 
selling his produce. There is nothing strange or inequitable 
about it; on the contrary, it is just and highly commenda- 
ble. Every fair-minded person will admit that the farmer has 
a clear right to go and sell his crops wherever he can get 
the best price for them. But this obvious principle is just as 
sound in other things as in the selling of agricultural pro- 
duce. The same freedom of action applies to the placing of 
money on mortgage as to the placing of crops on the mar- 
ket. If a man has money to lend, he would of course pre 
fer to lend it in his own State if he can, but should the law 
interpose and threaten him with penalties if he asks as much 
interest as he can get elsewhere, then it is easy to see what 
he will do. He will not lend in the State where the usury 
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penalties threaten and repel him. But he will prefer to carry 
his money into some other part of the country where he can 
obtain for its use the highest price which it is worth in the 
market. 

In the legislature of Pennsylvania a few months ago, a 
severe usury law was introduced into the legislature and was 
very urgently pressed by some influential members. The 
farmers, it was said, and other owners of real property, could 
not borrow on mortgage except at high rates of interest. The 
legislature was told that it could put these rates down, and 
confer upon the farmer the boon of cheap money, by the 
simple expedient of passing a law that if any man lent money 
on mortgage in that State at a higher rate of interest than 
six per cent., he should forfeit it and should be otherwise 
punished in addition. The bill, however, was quickly killed 
when it was demonstrated that nobody would lend money on 
mortgage at all under that law in the State of Pennsylvania, 
but that the people who had money would use it in some 
safer and more remunerative investment; so that the law in- 
stead of helping the farmers would hurt them and make it. 
difficult for anybody to borrow money on bond and mort- 
gage till the statute was repealed. It is hoped that the same 
summary justice will be done upon any bills proposed dur- 
ing the coming sessions of our State legislatures, pretending 
to help needy people to cheapen the rates of interest by the 
antiquated expedient of usury laws. 

Two questions are suggested by the new activity in favor 
of usury penalties which seems of late to have sprung up. 
We may ask in the first place what forces have tended to 
produce it, and secondly what consequence is likely to follow 
it. As to the causes of the agitation, they are not far to 
seek. Money is a drug in all the great financial centres. The 
farmer in a western or southern State reads his newspaper 
and finds that money is lending in Wall Street at three or 
four per cent. Remote as he is from the scene of action, he 
thinks he understands enough of what is going on in the 
world of finance, to infer very positively that if capital is lend- 
ing on such precarious securities as stocks at four per cent., 
it ought to lend on land at the same rate or very near it. 
There is, he conjectures, some injustice in the monetary ar- 
rangements of the country, and this wrong he proposes to set 
right by a statute denouncing the severest penalties against 
usury. If our philosophic farmer knew a little more of Wall 
Street he would find that money is not so cheap there as he 
supposes. If he could see things as they are, he would find 
that call loans may indeed be had at low rates, but they are 
accessible to nobody who is not able both to return the 
money instantly on demand, and to give a pledge of securi- 
ties which could be instantly sold for more than the money 
lent. He could then tell us of what use such a loan of money 
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would be to a farmer, for he knows very well that a farmer 
usually wants to borrow from somebody who will not need 
his money back for months or even years. But at present in 
Wall Street, such lenders are few and ask high rates with 
good security. Our legislative friend would next be able to 
tell us what force there would be in his usury laws to per- 
suade or compel these lenders to accommodate a farmer in 
Alabama or Tennessee with a loan on bond and mortgage. 
It is very evident that all such laws must place the bor- 
rower at a disadvantage, and that if there is any means by 
which the law can be evaded, multitudes of necessitous men 
will be tempted into crooked ways of raising money, which 
are far more costly than the straight honest path of borrow- 
ing which the usury laws had closed up. 

This leads us to inquire next as to the results which may 
be fairly expected in any State which enacts severe usury laws. 
As we have just seen the first and most obvious consequence 
will be to drive capital away from the State, and to make it 
more difficult and more costly to obtain money on bond and 
mortgage. The chief sufferers, therefore, will be the very 
farmers for whose benefit the law was proposed. The evil, 
however, will not stop there. It will extend its mischievous 
influence into the channels of mercantile business. Every 
department of industrial activity must needs suffer, and the 
progress of the community will be retarded in wealth and 
productive power. At least the various recuperative processes 
by which trade is reviving after its long depression will be 
hindered, inasmuch as the capital will be driven away with- 
out which they cannot go on and thrive. There is, however, 
one gratifying circumstance that suggests itself as a safe- 
guard against some of the industrial evils with which the 
folly of usury laws might otherwise deluge the country. The 
2,000 national banks, as is well known, are exempt from the 
penalties of State usury laws. Hence these institutions will 
tend to give steadiness to the rates of interest all over the 
country, and their influence will be felt in other parts of the 
financial system, so that the rates of interest may not be 
so liable to be artificially and spasmodically disturbed by vain 
attempts to regulate them through usury laws. But, it is 
asked, whether there is any means of checking the rapacity 
of lenders in imposing excessive rates of interest on needy 
borrowers. The answer is, that there are such means, but 
that usury laws do not belong to this category of wholesome 
financial expedients. We have often explained the well- 
known and effective measures by which the movements of 
capital between borrowers and lenders may be made easy, and 
the rates of interest kept equable and low. But all history 
and all experience combine to show that usury penalties in- 
jure the persons they were intended to help, and put up the 
rates for money instead of cheapening them to necessitous 
borrowers. 
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THE TROUBLES OF THE CREDIT FONCIER OF 
FRANCE. 


The fall of nearly thirty per cent in the bonds of the 
Credit Foncier of France, since the middle of February, has at- 
tracted the more attention because that institution has here- 
tofore been so uniformly prosperous and well managed. The 
Credit Foncier was chartered twenty-seven years ago, and its 
powers have since that period been rarely if ever diverted 
from the channels appointed by law. Its object was to lend 
to private persons, on mortgage, and to corporations on se- 
curity of real estate. Four great functions are appointed to 
the Credit Foncier in its charter; first, it may lend on mortgage 
of real estate in any of the departments of France, the prin- 
cipal to be paid by annual installments or otherwise. 
Secondly, it may employ part of its resources, with the sanc- 
tion of the government, on any other system which will fa- 
cilitate loans on real estate and the repayment of those loans 
by the borrower. Thirdly, in order to raise the means for 
making such loans, it is empowered to issue bonds called Od- 
ligations Foncieres. The amount of these bonds not to exceed 
the principal of the loans made by the company. The bonds 
bear a fixed rate of interest and are repayable by annual 
drawings. Fourthly, the Company may receive without in- 
terest, money destined to be converted into its obligations. 

Such are the chief regulations for the management of the 
Credit Foncier of France, and their wisdom is shown by the 
successful results which they have until of late secured. Its 
bonds have been issued to the extent of 280 millions of dol- 
lars. Besides this fund, the Company has other resources, to 
the amount of nearly seventy millions more. This large 
sum is considerably larger than the aggregate deposits of our 
New York Clearing-House Banks. It has been lent as 
follows : mortgages, $ 290,360,000 ; discounts, $ 35,380,000 ; loans 
on securities, $9,390,000; sundries, $10,105,000; cash on hand 
and at Bank of France, $2,775,000. At first sight there seems 
to be little in this statement to account for the fall in the se- 
curities of the Credit Foncier. Its legitimate business is to 
make loans on mortgages well secured; and to these it has 
devoted $ 290,360,000, while its bonds amount to no more 
than $ 280,060,000, and its deposits to $14,325,000. This point 
may be illustrated by the following summary of the assets 
and liabilities. 
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FINANCIAL STATEMENT OF THE CREDIT FONCIER OF FRANCE. 
Liabilities. 
Paid-up Capital 


urp 
Bonds of the Company outstanding... 
Loans—contracted but deferred 
Annuity payments anticipated 
Deposits 
SUMGIICS, ..0.ccesscccesvesccceccccpsessssocsassonens abe tecsesecsdesese 


Pee eee tesseeeeesesssceseesssssssssseee s eeseeasp 348,010,000 


Assets. 


Cash on hand and at Bank of France..........cecessceses + $2,775,000 
Discounts 35» 380,000 
Advances on Public Securities.............scscccccccccecesees 7,245,000 

og ** Private = 2,145,000 
Loans on Mortgages and to Communes 290, 360,000 
Sundries 10, 105,000 


$ 348,010,000 


This table is compiled from the official figures, and it seems 
to justify the proposal which M. Naquet introduced into the 
Chamber of Deputies, for an inquiry into the state of the 
Credit Foncier. The weak point of the statement appears to 
be in the item of discounts, which amount to a large sum, 
and show that the company has been adding a dubious bank- 
ing business to its ordinary functions. The Credit Foncier is 
not absolutely forbidden to lend money by discounting good 
commercial paper, but the law requires that such loans shall 
not exceed one-third of the deposits. Now, it will be seen 
from the foregoing table, that the whole of the deposits are 
$ 14,325,000; one-third of this sum being allowed for discounts, 
the amount of this class of assets should not exceed $ 4,775,000. 
It thus appears that the Credit Foncier, by discounting to the 
extent of seven times as much as its statutes allow, has ex- 
posed itself to just animadversion. Nor is this all, the bills 
discounted, if good, would soon run off and be liquidated, so 
that the Credit Foncier could be relieved from its embarrassing 
position. Unfortunately however, the bills are not good, other- 
wise, perhaps they would not have reached to this institution, 
but would have been discounted elsewhere. Of the thirty-five 
millions of discounts, no less than twenty-eight millions are 
reported to be Egyptian securities alone. The French finan- 
cial papers do not say much about the transaction, but the 
London LZconomist has the following remarks which throw con- 
siderable light upon it. 

“Very bad influences must have surrounded the managers of 
this great company, several of whom have a high and just 
reputation, or such an infraction of its fundamental laws 
would have been impossible, What these influences were can- 
not, of course, be fully known. But it is plain that one part 
of the constitution of the company, which was meant for its 
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protection, must in this case have by no means tended to 
protect, but rather to mislead it. The governor and the two 
sub-governors of it are named by the State. And though 
nothing is more*contrary to our English ideas, yet it should 
be observed that there is a characteristcally French consist- 
ency in this. When a government for a public object gives 
peculiar privileges to a great company like the Credit Foncter, it 
is bound to see that it employs those privileges in the man- 
ner for which they were intended. But in this case, most 
probably, the French Government, or some part of it, was 
‘more likely to go wrong than the ordinary managers of a 
company. Ever since the purchase of the Suez Canal shares 
by the English Government, and the mission of Mr. Cave, 
which followed that purchase and was thought to interpret it 
—there has been a natural and strong tendency in the French 
Government, or, at any rate, in some members of it, to inter- 
vene in the affairs of Egypt and to support its credit. There 
is an ancient rivalry between England and France in this 
matter, and it was not to be expected that, when the English 
Government made a ‘masterstroke of policy,’ applauded by 
Prince Bismarck, the French Government should willingly 
remain altogether inactive ; and, in fact, it has been most wil- 
ling to meddle in the matter as far as, or even farther, than 
it could safely do so. It has been stated on very high au- 
thority that on one recent occasion ‘twelve heads of financial 
undertakings and great financiers were convened by letter to 
meet at the offices of the Credit Foncier to receive a com- 
munication emanating from the Minister of Finance,’ and 
that this communication was a request to the persons’ so as- 
sembled to take up certain bills of the Khedive, then falling 
due. And supposing this to be true, or anything approximat- 
ing to truth, we may be sure that the appointment by the 
State of the heads of the Credit Foncier, which was meant to 
restrain it. to its own business, must, in this case, have had a 
most contrary effect, and have tended to induce them to 
depart more and more widely from it. 

In this respect, one good effect must follow from the es- 
tablishment of Parliamentary Government in France. What- 
ever may be thought of the merits or demerits of that mode 
of government generally, it has, at least, one great and con- 
spicuous advantage. It assures a power of public. objection, 
if any influential person wishes to object. And in a financial 
scandal this is sure to be the case. The speculative financiers 
of the world are divided into groups, always more or less 
hostile, constantly opposing one another, and the gain of one 
of them is a loss to another. And if group 4 is benefited by 
the intervention of a Parliamentary Minister, group # will, 
find some member of the Parliamentary Opposition who will 
make the matter public, and, which those concerned dread 
above all things, spoil the operation. If the Credit Foncier 
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were an ordinary bank, the report that it had invested so 
much money in such securities would have gone far to cause 
a run upon’it. No doubt it has.been explained that the com- 
pany hold other ‘signatures ’—that is to say, that other per- 
sons are liable to them besides the Egyptian Government, 
and that the loss will fall on those other persons and not on 
them. But still so large a ‘lock up’ as £ 5,600,000 would be 
apt to cause a run on a bank, atleast in England, though 
Statements—even true statements—might be made on the be- 
lief that there would be no ultimate loss. Public alarm 
would be created, and would not be stopped by any reason- 
ing. But in the case of the Credit Foncier, no such danger 
is incurred. Its deposits are, as appears from the above ac- 
count, only a trifling part of its liabilities; most of what it 
‘owes is upon obligations, the dates of which are fixed, and 
the payment of which cannot be accelerated. But, though 
for this reason no apprehension need be felt as to the stabil- 
ity of the Credit Foncier itself, it remains as an incubus on 
European credit, that.the Paris -money market should be so 
much overloaded, as we have now the best reason to believe 
it to be, with securities which no one can convert, and by which 
some one must lose. -Not only Egyptian, but Spanish, Peru- 
vian, and Turkish securities are believed to be held there in 
very large quantities, and therefore we must, according to all 
likelihood, look for trouble in Paris—not, indeed, of the po- 
litical kind of which she has so often been so fertile, but of 
the financial kind of which she has usually been much more 
free.” 

Such is the explanation given by our contemporary. If the 
facts are as stated, there is no doubt that a recovery may soon 
be expected. For the amount of questionable investments is 
not sufficiently large to compromise seriously an institution of 
the character of the Credit Foncier. If the indorsers of the 
dubious paper should prove wholly insolvent, the situation 
would of course be worse than if, as is expected, they are 
“good” for a considerable proportion of the sum for which 
they have engaged themselves. There are several other points 
on which information is desired. One of the most important 
is, whether a remedy cannot be applied for the prevention of 
future mishaps of this sort. The Credit Foncier Company, 
evidently accepted this unfortunate transaction as a tempo- 
rary investment. It is, we presume, allowed by its statutes to 
lend its funds for temporary short terms, on securities on 
which it would not lend in a more permanent form. If so, 
the case is something like that of our New York Savings 
Banks under the old law. The remedy will be to impose sim- 
ilar restrictions to those of our new savings bank act, which 
prohibits temporary loans to be made on securities in which 
the banks are not permitted to make ordinary investments. 
Finally, there is reason for doubt whether the recommenda- 





1876.) TROUBLES ‘OF THE CREDIT. FONCIER. II 


tion of the government was given as is alleged. Still the 
affair needs elucidation. In this point of view, the subjoined 
remarks of the Zconomist are suggestive: “That the French 
money market should greatly feel the effect of such a col- 
lapse in foreign securities as we have seen lately, was indeed 
to be expected. French bankers have always employed more 
of their money in stock operations than English ones. The 
rigid line which divides, according to our notions, “ banking” 
from “financing,” is not recognized as of the same authority 
in Paris, or indeed anywhere on the Continent ; first, because 
foreign bankers do not hold nearly so large a proportion of 
their means as English bankers payable on very short notice, 
or on demand ; and, secondly, because foreign bankers have 
not the same means of employing their funds in the discount 
of trade bills as English ones. In France, for example, the 
bills do not exist in the number which we should expect. 
The commerce of France is so much less carried on by credit 
than ours, that there is no opportunity for the creation of 
such securities to the extent which we are familiar with. That 
creation is, in fact, a thing quite new in the world, is almost 
peculiar to the English-speaking race, and is one of the 
greatest contributions which they have made to commercial 
civilization. Not having these trade securities in sufficient 
numbers, Paris bankers have always been driven to invest 
their funds in foreign stocks, foreign treasury bills, and simi- 
lar securities ; and any large depreciation or discredit of such 
things has always injured them. And the operations in loans 
to semi-civilized States, have of late years been so very much 
larger than they ever were before, that the injury from their 
fall was likely to be much greater than ever before. The 
process has been this—as soon as such a State as Egypt 
wanted money, it issued ‘Treasury bills’ which were ‘done’ 
in Paris and elsewhere at very high rates of interest ; and 
when their magnitude had grown troublesome, a funded loan 
was issued to the general public, with the proceeds of which 
they were wholly or in part paid off. But now, owing to 
causes which are too well known to need naming, this funded 
loan can not be floated. The public will have nothing to 
say to it.” 

Some important changes are likely to be made in the man- 
agement of the Company. It is reported that the governor of 
the Credit Foncier, M. Fremy, is about to retire, and that M. 
Mathieu Bodet, a former Minister of France, will be ap- 
pointed by the French Government to succeed him. There is 
no doubt that the bear speculators at the Paris Bourse, have 
done their utmost to exaggerate the probable effects of this 
mistaken investment of the Credit Foncier. But, except some 
new facts now unknown should be disclosed, the locking up 
of a portion of the floating means of the Company, is likely 
to be for a short period, and it will be submitted to without 
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much further damage to the prestige of the institution. It is 
not improbable, however, that.a further. amount of capital 
may be called. The paid-up capital, as stated above, is 
$9,000,000. In addition to which there are nine millions 
more of uncalled capital, and $6,125,000 of surplus. 

In discussing at some length, several months ago, the 
general operations of the Credit Foncier, we explained its 
methods of investment or of lending money, and, secondly, 
its methods of borrowing money. As to the first process, the 
borrowers to whom money is advanced on bond and mort- 
gage, may pay off the loan by installments. For example, 
they may pay to the company an annual sum amounting to six 
per cent. a year. Of this sum, five per cent. will be ab- 
sorbed by the charge for interest, and the remainder will con- 
stitute a sinking fund for the redemption of the principal. 
By such a series of payments, in the course of fifty years, the 
borrowers will annihilate the loan and the property will be 
free of debt. There are other arrangements besides this 
which the company is ready to make under certain circum- 
stances. Enough has however been said to show the general 
nature of. the Credit Foncier. Its peculiar methods of rais- 
ing money with which to make loans are well known. The 
company issue bonds for sums of 1,000 francs, 500 francs, and 
1oo francs. These bonds bear interest at the fate of three 
per cent.; but they fetch a good price in the market because 
they are redeemable according to certain periodical drawings 
at the rate of twenty per cent. premium. The drawings are 
held four times a year and the thousand franc bond which is 
first drawn, receives a prize of 1oo thousand francs, or $ 20,000, 
besides the premium of twenty per cent. to which it is en- 
titled with the rest of the drawn bonds. There are also a 
number of smaller prizes to which we need not at this time 
refer. These lottery features, as they have been called, of the 
Credit Foncier, have been severely criticised in England. 
Their object, however, is very evident. They enable the com- 
pany to borrow all the money it requires, at a low rate of 
interest. 


SCOTCH AND ENGLISH BANKING. 


We announced some time ago that some changes were pro- 
posed in the banking laws of Great Britain. The reforms of 
most pressing necessity concern the reserves of cash held 
by the banks, which are extremely small and notoriously in- 
adequate. A few weeks ago a deputation of bankers and 
other influential persons had a brief interview with Sir 
Stafford Northcote, the British Chancellor of the Exchequer, 
with reference to another question of considerable interest. 
The English bankers complained that certain Scotch banks 
were establishing branches in England. Such a course, though 
contrary to established custom, is not forbidden by the present 





1876. ] SCOTCH AND ENGLISH BANKING. 13 


laws, and the deputation applied to the Chancellor to solicit his 
interposition in one of two ways, either in passing a law to stop 
the Scotch banks from crossing the border and establishing 
themselves in England ; or else, in desiring them temporarily 
to refrain from doing so until Parliament should decide 
whether or not any action could be taken by way of protect- 
ing the English banking system against certain dangers ap- 
prehended from the competition of the Scotch banks with ~ 
those of England; the two classes of banks being founded on 
very different systems. The deputation did not succeed, 
Sir Stafford Northcote declining to accede to either of the 
propositions made to him. He said he was not as yet pre- 
pared with any bill to reform the English banking system, 
and he intimated that such a bill was in preparation, but it 
would probably contain no provision such as the deputation 
desired. The Chancellor further said, that he could not ask 
the Scotch banks to suspend temporarily any designs they 
might have of opening branch banks in England, because 
those banks either had the right under the law to do so or 
they had not. In the latter case, the English banks should 
appeal to the courts. In the former case, no suggestions 
from him would be proper. The London 7Zimes opposes the 
demands of the banks, and says that they are seeking pro- 
tection from rivals in business, and are appealing to Parlia- 
ment for aid which no other body of men in business would 
think of asking at this late day. This controversy is by no 
means a new one. Nearly two years ago the subject was first 
brought before the public, and we gave some account of the 
agitation in our number for October, 1874. For the time, the 
trouble was quieted by Mr. Goschen, who prepared a bill to 
prohibit the Scotch banks from establishing branches out of 
Scotland. This bill was subsequently withdrawn and a select 
committee was appointed to consider and report upon the 
subject. This committee, with Sir S. Northcote for its chair- 
man, commenced its sessions 22d April, 1875, and reported on 
the 22d July following. They were not able to agree upon 
any bill, but their report is very instructive. It contains the 
evidence of a large number of bankers and other persons, 
and throws considerable light on the present condition of 
banking in Great Britain. At some future time we intend to 
make an abstract for our readers of this valuable blue book. 
At present we will briefly refer to two or three points which 
concern the question at issue between the Scotch and 
English banks. 

At first sight it may seem strange to us in this country 
that intelligent London bankers, members of Parliament, and 
men of great influence and authority, should commit them- 
selves to a project so narrow and so likely to fail, as that of 
attempting to prevent the banks of one part of Great Britain 
from establishing branches in another. Indeed, this plausible 
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view is eloquently urged by the London Times. But 
if this were a fair representation of the case, and if the 
banks had no other ground to stand upon except the narrow 
platform of self-interest and exclusiveness, but few of the gen- 
tlemen who figured so prominently in the deputation, could 
have been induced to identify themselves with it. The great 
objection to the admission of the Scotch banks to the privi- 
leges of banking in England, is one of infinitely more 
weight than any consideration of rivalry or petty business 
jealousy. The Scotch banks are not governed by the same 
law, or founded ‘on the same principles as the English banks ; 
the delicate and complex system of English banking is too 
sensitive to bear without grave peril a change so deep and 
radical as that which is here proposed. To appreciate these 
points which are of the greatest importance, we must remem- 
ber that in Scotland prior to the year 1845, banking, includ- 
ing the power of issuing one-pound notes, was regarded as 
a common law right wholly unfettered by statute. This 
freedom fostered the growth of a few large joint-stock banks. 
Since 1845 the Scotch monopoly has become closer by 
the reduction of the number of banks to eleven. In England, 
on the other hand, the banking system has grown up under 
an entirely different spirit. During the Napoleonic wars, and 
for some years after their close, the monopoly of the Bank of 
England was so much protected, that no strong and healthy 
development of banking was possible. Until 1826 no joint- 
stock bank was allowed to be established; none but private 
banks were permitted by law, and those banks could not 
have more than six partners. This restriction kept the banking 
of England essentially local and weak, whilst the banking of 
Scotland, under the stimulus of free growth, was becoming na- 
tional and strong. When in England, in 1826, joint-stock banks, 
with the power of issue, were for the first time legalized, there 
still survived a number of restrictions, which however were 
somewhat relaxed in 1833. At the same time, however, in 1826, 
notes under five pounds were abolished in England. In 1844, 
Sir R. Peel’s act forbade the establishment of any new bank 
of issue in England, though it preserved the privilege of issue 
to those banks that already had it; but absolutely limited 
the amount of notes of each bank to the average sum in cir- 
culation during the twelve weeks previous to the passage of 
the law. It will thus be seen that the privileges of note-issue 
accorded to the English banks, were very different from the 
unlimited power of issue of'the Scotch banks, not to mention 
the one-pound notes which are the most valuable part of the 
circulation of the Scotch banks, and are wholly forbidden to 
the banks in England. The growth of the banking system of 
England during the last fifteen years, is set forth as follows, 
by Mr. Dun, in his valuable essay in the Journal of the Lon- 
don Statistical Society for March. 
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BANKS IN ENGLAND AND WALES—EXCLUDING THE BANK OF ENGLAND— 
1860—1875. 
FOINT STOCK. . 1865. 1870. 1875. 
Purely London..« soe ooo IZ ace 12 
London and Provincial............s00« ° ose a eee 
Provincial eee soe Q2 wee 99 


Total Joint Stock. ....ccccsoccesere Aer ee 
PRIVATE. 
Pateby: Lamont iessscisesics ccocasoces 6 Sse BR: cnt BF we 
Provincial ........000« hpteinascnngnenedse oe 239 oo 2EL we 207 ... 196 


Total Private ee ee 254 ta - 


Total Joint Stock and Private... 386 ... 370 ... * 366 . 369 

This table shows that the whole number of banks in Eng- 
land and Wales, is 369, of which 295 are interior banks, and 
74 metropolitan. Thus we find that one-fourth of these banks 
are in London and three-fourths in the country. We also ob- 
serve that while the joint-stock banks are increasing in num- 
ber, the private banks are decreasing. To show still more 
clearly the difference between the Scotch and English banking 
system, we give the subjoined table from Mr. Dun’s essay : 


DISTRIBUTION OF BANKS IN GREAT BRITAIN = anes 1874. 


Population to of Population to 
No. of Banks one Bank. pm ‘Oftcers. one Bank Officer. 


England and Wales *... 376 ... 63,700 ... 1,885 ... 12,600 
317,750 ... 873 ... 4,000 
Ireland veo MAE ATT ce 404 ... 13,100 


82,000 ... 3,162 ... 10,300 

From these figures it appears that there is one conspicuous 
difference between the English system and that of Scotland. 
In the former there are many small local banks and few 
branch offices; while in Scotland there are no small banks, 
and each central bank has many branches. This local and 
independent character of English banking merits examination. 
It has some resemblance to the old system of American bank- 
ing. As has been said it was developed under the exclusive 
privileges granted to the Bank of England during the century 
of war which closed with the ruin of the first Napoleon, sixty 
years ago. The number of private banks in England and 
Wales, in 1776, is estimated at 150. In 1792, there were 350, 
of which about 100 succumbed in the panic of 1793. In 1800 
the banks exceeded 300, and so rapidly did they increase © 
during the war that in 1814 they numbered 940. The great 
majority of these banks issued notes; they supplied, indeed, 
an important part of the currency of many extensive districts. 
As gold and silver disappeared from circulation, bank notes 
formed a large proportion of the ordinary money of business. 
The Act of 1708, prohibiting the introduction of more than 
six partners into any establishment for the issue of notes 

* Including the Bank of England. 
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payable on demand ir England and Wales, continued in 
operation till 1826, when it was repealed with the consent of 
the Bank of England; and leave was given to establish joint- 
stock banks, or banks with any number of partners for the 
issue of notes payable anywhere beyond sixty-five miles from 
London. This sixty-five mile circle is still kept up, and 
within it no bank notes are issued but those of the Bank’ 
of England. After the suspension of specie payments in 1797, 
the Bank of England began, for the first time, to issue one- 
pound notes, as did also many of the country banks. The 
former withdrew its one-pound notes soon after the resump- 
tion of specie payments in 1821; but the one-pound notes of 
the country banks still continued to be put into circulation, 
for the reason that the banks found these small notes a con- 
venient means by which their paper could be kept afloat and 
put into general circulation. By the Act of 1826, however, 
the issue of one-pound notes was finally prohibited, after a 
certain specified period in England and Wales. Since 1829 
no notes for less than five pounds, or $25, have been allowed 
to be issued by any of the English banks, though the Scotch 
banks still retain, as we have said, the privilege of issuing 
them. The suppression of one-pound notes, shut up one of 
the easiest and safest outlets by which the inferior class of 
English country bankers had previously contrived to force 
their paper into circulation; and it was in so far an advan- 
tage. But a variety of other channels of inflation were still 
open to these bankers, and did no small mischief. 

Although, however, so many objections were still urged 
against the free banking system, as remodeled and extended 
in 1826, none of the suggestions were adopted for its im- 
provement. During the period from 1836 to 1840, its defects 
were disastrously seen in the inflation of credit which was 
developed in the United States and on the Continent of 
Europe, as well as in England. Such was the rapid increase 
of the English joint-stock banks that their number, which in 
1834 had amounted to fifty-five, increased in 1836 to 100; 
and this increase, rapid as it was, does not fully exhibit the 
real extension of the system. By far the greater number of 
these banks adopted the Scotch method of establishing nu- 
merous branches. Many of these branches were at a consid- 
erable distance from the head office, and all sorts of banking 
business were thus going on at a remote place, secluded from 
supervision by the chief officers of the bank. It is said there 
were on the average four or five such branches to each parent 
bank. On this low estimate, it would appear that from 180 
to 200 joint-stock banking offices were opened in 1835 and 
1836. While this increase was going on amongst the joint- 
stock banks, it is no doubt true that the number of the pri- 
vate banks underwent, at the same time, a considerable dimi- 
nution, by their being either given up or merged into joint 
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stock associations. But these were mostly of very inferior 
credit. And the extension of the system of joint-stock banks 
is reported to have been beyond comparison greater than the 
contraction of the system of private banks. All these new 
banks, it is to be remembered, were under the free banking 
law, which imposed no restrictions on the note issues; and 
from the large additions which the opening of so many banks 
suddenly made to the volume of the note issues, the general 
circulation of the country became redundant, and the foreign 
exchanges were depressed. The deficient harvest of 1838 and 
1839 conspired with this redundancy, occasioned a farther 
fall in the exchanges, and a severe drain upon the Bank of 
England for gold, was the natural consequence. But while 
the bank was narrowing its issues by supplying the export- 
ers of bullion with gold in exchange for notes, the -country 
banks went on augmenting their issues, and what the former 
did by contraction, the latter more than undid by expansion. 
The drain caused by the withdrawal of the Bank of England 
paper was immediately compensated, and the monetary chan- 
nels were filled up and made to overflow by the issue of .a 
more than equal amount of country paper; so that had it 
not been for the rise in the rate of interest, and the other 
repressive measures adopted by the bank, the probability is 
that the institution might have gone on paying away its 
bullion for notes till it had been depleted of its whole 
supply of gold reserve, and this without in any degree af- 
fecting the foreign exchanges, and as it was the bullion in 
its coffers in August, 1839, was reduced to £ 2,420,000, so that 
the financial system of England narrowly escaped a disastrous 
crisis. 

This perilous experience having at last fixed the public 
attention on the evils of the free banking system, Sir Robert 
Peel in 1844 was induced to attempt its improvement. Ten 
years before, a clause had been inserted the Act 3 and 4, 
Will. 4, chap. 98, which renewed the Bank of England charter 
. in 1833, and this clause gave Parliament the power to revise 
or cancel the charter in 1845. A legitimate opportunity was 
thus obtained for the introduction of the necessary reforms. 
But, if it had been desirable, the destruction of the free 
banking system and the total suppression of the issue of 
notes by joint stock and private banking companies would 
have been a measure too much opposed to popular pre- 
judices, and too hostile to the real or supposed interests of a 
large and powerful class, to have had any chance of being 
carried ; and there were also great, though inferior, difficulties 
in the way of the plan of taking security from the issuers. Sir 
Robert Peel in attempting to reform the English banking 
system felt obliged to proceed cautiously and to respect, in 
as far as possible, existing interests, and he was particularly 
anxious to avoid taking any step that might excite the fear 

2 
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or suspicicns of the public; the grand difficulty being to 
carry through Parliament any plan that would remedy in 
any considerable degree the defects complained of. We 
know how this difficult problem was solved by Sir Robert 
Peel; the measures he introduced and carried through Parlia- 
ment in 1844, for the improvement of the English banking 
system, were followed in 1845 by similar plans for Scotland 
and Ireland, and they were so skillfully contrived as to pro- 
voke little opposition, at the same that they effected very 
extensive and beneficial changes. The principle of Sir Robert 
Peel’s banking reform was to deal with the currency first, 
and to leave the other part of the banking system for future 
action. How effectual for his purpose were the laws of 1844 
and 1845 is sufficiently evident from the fact that for thirty 
years there has been no currency panic in England. During 
that period the exports of Great Britain have increased from 
£ 144,000,000 in 1844 to £ 607,000,000 in 1874, the bank note 
issues from £ 37,380,000 in 1844 to £ 43,910,000 in 1875, and 
the Clearing House exchanges from ¥£ 1,500,000,000 in 1844 to 
4 5,916,000,000 in 1874. Meanwhile the aggregate deposits of 
the joint stock banks in London have increased from 
4 7;:984,305 in 1844 to £ 96,900,000 in 1874, and their capital 
and surplus from £ 2,062,900 to £ 12,500,000. On the other 
hand the deposits of the Scotch banks have risen from 
4; 35,000,000 to £ 80,500,000, while the aggregate capital has 
decreased from £ 11,000,000 to ¥£ 9,600,000, and their circu- 
lation has increased from £ 3,000,000 in 1845 to £ 6,000,000 
in 1875. What further changes Sir Robert Peel would have 
proposed in the banking system had his life been spared it is 
impossible to say. He divided his work of reform as we 
have said into two parts, that of the currency powers and that 
of the banking powers, properly so called, of the banking 
system. It is said by some persons that Sir Robert Peel was 
an admirer of the provisions of our New York general bank- 
ing law of 1838, and that he gave as his reason for not 
attempting their adoption in England, that one great reform 
in the banking law at a time was as much as the English 
Parliament would bear. The three provisions of the Ameri- 
can law which are said to have been under discussion are 
first, that the note-issuing banks should deposit security for 
their notes in the hands of the government, that they should 
make frequent and full reports for publication of their de- 
posits, loans, reserves and specific condition, and that they 
should hold a given percentage of cash reserve. None of 
these wholesome provisions was enforced upon the English or 
Scotch banks by Sir Robert Peel’s legislation, but it is worthy 
of note that all of them have been since proposed, and had 
they been sooner adopted much of the mischief of the panics 
of 1866 and 1873 might have been prevented. 

Another point worthy of observation is that the deputation 
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of bankers referred to at the beginning of this article, favor 
changes in the English banking law of a very different and 
less conservative character. They have not a word to say 
about doing something to complete Sir Robert Peel’s reforms. 
They are rather in favor of undoing what he did. Their 
argument is that if the Scotch banks are permitted to estab- 
lish themselves in England, an injustice will be done to their 
English rivals, except the latter be permitted to issue notes 
as freely as are the Scotch banks. Perhaps it was because 
of this demand that the bankers called down upon them- 
selves the severe reproof from the London Zimes. 

It seems to us that the English bankers have needlessly 
complicated their case with irrelevant matters. If they had 
proposed the simple principle that all Scottish banks remov- 
ing to England or opening branches there should come under 
the law of 1844 and sacrifice their circulation, they would 
perhaps have saved themselves and the English banking sys- 
tem much future trouble. For they would thus have raised 
distinctly into view the great argument to which we referred 
at the opening of this article, that the two systems of bank- 
ing—the Scottish and the English—are so diverse in principle, 
that they cannot, in a delicate equilibrium like that of the 
British monetary organism, exist and work harmoniously 
together. The Scottish banks, however, cannot be blamed if 
in these days of easy money, when their coffers are full and 
they cannot lend at full rates, they endeavor to extend the 
field for the employment of their idle resources by any law- 
ful method that may seem to open to them. If the legal 
status of the Scotch banks opening branches in England 
should not be decided in accordance with the principle sug- 
gested above, some other solution will, it is hoped, be found 
for the difficulty. But the remedies of the English bankers 
and of their deputation are worse than the disease. They will 
be clearly inadmissible so long as the wholesome principles 
of the Peel legislation are regarded as the fundamental 
basis of the British banking system. The growth of the 
capital and liabilities of the banks of Great Britain since 
1850 are shown in the subjoined table, compiled from the 
figures given by Mr. Dun. We have feduced the sums to 
dollars of five to the pound sterling; and we add the cor- 
responding figures as nearly as we can éstimate them for the 
banks of the United States : 


CAPITAL AND LIABILITIES OF BRITISH se Citas 1850-1874. 


1850. 1871. 1873. 1874. 
Bank of England + $ 335,000,000 $ 350,000,000 . $ 350,000,000 
Other London banks 320, ‘ 870,000,000 1,055,000,000 . 1,170,000,000 
Lon. dis. houses, cap, & dep. e 390,000,000 335,000,000 . 340,000,000 
Country banks ¥ + 1,050,000,000 4 1,230,000,000 . 1,280,0C00,000 
Scotch banks . 460,000,000. 475,000,000 . 530,000,000 
SrtG BAMRS . << _coccscpecess. ,000, . 205,000,000 . 215,000,000 .« 240,000,000 


Total British banks + $3,310,000,000 . $3,660,c00,000 . $ 3,910,000,000 
Total U. S. banks + 2,720,000,000 . 2,800,000,000 . 2,908,761,131 





THE BANKER’S MAGAZINE. 


ECONOMIC SCIENCE AND ITS LEADERS. 
No. I. Apam SMITH. 


Among the great teachers who have shed light over the 
tortuous mazes of economic thought and research, the most 
conspicuous has undoubtedly been the author of Zhe Wealth 
of Nations. This book, when it first appeared, was greeted 
with a general welcome, and for three successive generations, 
wherever economic studies have flourished, it has kept its pre- 
eminence, without any notable signs of waning popularity. 
On very few of its greatest men has the world conferred the 
distinction of standing at the head of a progressive science 
for one-tenth of the period in which Adam Smith has been 
the acknowledged chief of the science of political economy. 
As the present year brings to us the hundredth anniversary 
of the publication of Adam Smith’s great work, and as the 
claims of that treatise to the honors accorded to it have been 
recently challenged by Chevalier, in the Collége de France, 
we will begin our series of papers on “Economic Science 
and its Leaders” by an examination of the labors of 
Smith, of the obligations which he has conferred upon 
the world, and of the part which he has played in 
the progress of political economy. Like all great men, 
Adam Smith owed much to himself, but more to the cir- 
cumstances of the times in which he lived. From _ the 
inscription on his tomb in the Canongate churchyard 
at Edinburgh, we learn that he was born sth June, 
1723, and that he died 17th of July, 1790. As we shall 
see hereafter he enjoyed throughout most of his long life 
two important advantages for the study of economic prin- 
ciples and facts. In the first place he was thrown into 
frequent and close intimacy with well-informed clear-headed 
men of business; and secondly he was practised in the diffi- 
cult art of philosophising upon the facts with which he was 
thus made familiar. Moreover his scientific deductions were 
no doubt continually tested, and his theories verified, by 
talking them over with his friends, with whom notwithstand- 
ing certain eccentricities of manner, he seems to have been 
always both popular and highly respected. 

A brief sketch of Smith’s life will suffice for our present 
purpose. His father died a few months before his birth, so 
that his education was directed by his mother, who treated 
him with much indulgence, and was repaid by his filial 
gratitude and affection for sixty years. At his native town 
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of Kirkcaldy he attended the grammar school, where he 
seems to have distinguished himself by zeal for knowledge. 
A chronic feebleness of constitution excluded him from most 
of the amusements common to boys of his age. Little more 
is recorded of his early days than his passion for books, and 
his extraordinary powers of memory. He was much beloved 
by his school-fellows, many of whom became eminent in 
after years. In youth he was noted for those habits which 
clung to him through life, of talking to himself when alone, 
and of being absent-minded in company. He remained at 
his mother’s home in Kirkcaldy until 1737, when he matricu- 
lated at the University of Glasgow, where he studied for 
three years. As he was intended for the church he entered 
Baliol College at Oxford, where for seven years he con- 
tinued his studies. Mathematics and natural philosophy were 
his favorite pursuits at Glasgow. But at Oxford, he seems 
to have devoted himself to the study of modern languages, 
general literature, and moral science. 

Leaving Oxford in 1747, he resided for nearly two years at 
Kirkcaldy, with his mother, who had sent him to Oxford 
that he might qualify himself for the ministry. But, like 
Turgot and some other economists of that age, he shrunk 
from the responsibilities of the ecclesiastical profession, and 
in opposition to the advice of his friends, he determined to 
give himself wholly to literary labors. These were not long 
in forcing themselves upon so earnest a worker. In 1748 he 
removed to Edinburgh, where he began a course of teaching 
on rhetoric and literature. His lectures were well attended 
by the students of law and theology. At Edinburgh began 
Smith’s acquaintance with David Hume, which lasted till the 
death of the latter. The success of the lectures on rhetoric, 
the recommendations of Lord Kames, and the influence of 
some other persons procured for Smith in 1751, the election 
as Professor of logic in the University of Glasgow. In the 
following year he was raised to the chair of moral philos- 
ophy in the same University, vacant by the death of Mr. 
Cragie, the immediate successor of Dr. Hutcheson, under 
whom Smith formerly studied, and who was the first pro- 
fessor that introduced the subject of political economy into 
his regular course of lectures at the University. But for 
the appointment of Adam Smith to this chair, and the 
custom established by Hutcheson of teaching political 
economy in his lectures on moral philosophy, the world 
perhaps would never have had Smith’s Treatise on the 
Wealth of Nations. For he declared at a later period that 
he taught in his lectures in 1752 and earlier the same 
doctrines which he published in his book in 1776. 

After some years of successful devotion to the work of 
teaching, he published in 1759 his well-known essay on 
ethics, the “Theory of Moral Sentiments.” This book 
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attracted great public attention to the writer, who was 
some time afterwards invited by Charles Townshend to ac- 
company his step-son, the young Duke of Buccleuch, to the 
Continent as his tutor. The proposition was accepted and 
Smith set out for France with his pupil in March, 1764. 
After passing a few days at Paris they proceeded to Tou- 
louse, where they established themselves for about eighteen 
months. How far Smith availed himself of his opportunities 
for observation to perfect and extend his knowledge of the 
literature, industrial organization, and productive powers of 
France, is probable not only from his general habits of inves- 
tigation, but also from the fact that he added to his vast 
information in regard to the institutions, habits, and con- 
dition of his own country an unusual acquaintance with 
similar facts relative to France. 

Leaving Toulouse Smith was accompanied by his pupil to 
Geneva, where they stayed two months and returned to Paris 
in December, 1765. There they remained for nearly twelve 
months, and as he lived .on an intimate footing with the 
best Parisian society, to which his growing reputation, his 
friendship with Hume, and his connection with his pupil’s 
family aided his introduction, Smith had abundant means of 
profiting by his stay in France. Among other persons of 
distinction he had Turgot, afterwards Comptroller-General of 
Finance, D’Alembert, Helvetius, Marmontel, the Abbé Morel- 
let, the Duke of La Rochefoucault, Count Sarsfield, Buffon, 
the Baron D’Holbach, Madame Riccoboni, Mademoiselle de 
L’Espinasse, among his acquaintances; and some of them 
were for many years known as his particular friends. It is 
also certain that he was on familiar terms with Quesnay, the 
celebrated economist, the founder of the Physiocratic School 
and author of the Economical Theory. There is no reason 
to doubt that Smith derived considerable advantage from his 
intercourse with that ingenious thinker and his friends. In- 
deed he intended, but for Quesnay’s death, to have dedicated 
to him the “Wealth of Nations.” 

It has been mentioned as a noteworthy circumstance that 
Hume and Smith, notwithstanding their familiar acquaintance 
with the political and economic state of France, did not ex- 
press any anticipation of the convulsion by which the in- 
stitutions of that country were to be so soon shaken and 
overturned to their foundations. It might seem as if the 
coming disaster had given such significant indications of its 
approach, that men who spent their whole lives in political 
investigation ought to have taken the alarm. But the events 
which escaped the foresight of these and other eminent 
philosophers of that age, were not we believe pointed out as 
distinctly probable by any other writer except Smollett, who 
in the second volume of his travels speaks of the menacing 
storm with whose portents the political horizon was filled. 





1876. ] ECONOMIC SCIENCE AND ITS LEADERS. 23 


The fact is that men judge of the future by their experience 
of the past; and it is not strange if the materials of the 
great social and political conflagration which had been 
accumulating for ages without any catastrophe, had come to 
be regarded as harmless or at least as threatening no early 
outbreak of trouble. Moreover it has been suggested that 
these and other writers may have foreseen and spoken of the 
coming evils without their words surviving to our times. 

In October, 1765, Smith returned with the Duke of Buc- 
cleugh to London. The former soon after removed to the 
old homestead at Kirkcaldy; where he remained about ten 
years, and occupied himself with his great work, which 
at length appeared at London in two volumes quarto. The 
fourth edition, which was the last published by the author, 
was in three volumes octavo in 1786. Our author survived the 
publication of his work fifteen years. During this period he 
had the gratification of seeing it translated into foreign 
languages, quoted as authority in the houses of Parliament, 
and adopted as a book of instruction in the colleges and 
universities of Europe. One of the most interesting features 
of this book is, that notwithstanding its errors and imper- 
fections, and the amazing development which has been since 
made in the productive power and material wealth of nations, 
its usefulness is now as great as ever. “It is not a book 
for one country or for one age, but for all countries and for 
all ages. It will ever remain a useful monument of sound, sug- 
gestive and accurate thought, of vast learning and luminous 
research, applied to the solution of problems of the gravest 
consequence to individual well-being and to national pro- 
gress.” Much has been said as to the want of originality in 
the theories of Smith. It has been alleged with truth that 
some of his opinions are as old as Aristotle, that others were 
taught by Quesnay and the physiocrats; while others again were 
familiar to the readers of Mun, Child, and other early Eng- 
lish economists. But these objections are weak and frivolous; 
they do not lessen the honors or impair the claims of Adam 
Smith. We may concede in its fullest force all the merit 
that is ascribed to the early astronomers without defrauding 
of their more glorious and complete honors either Copernicus, 
or Kepler, or Newton. Adam Smith’s distinction was not so 
much that he made or failed to make certain isolated dis- 
coveries of truth. He was the founder of a science. He 
organized and combined into one general body of dependent 
classified phenomena a multitude of facts, some of which had 
been previously discovered, while other facts complementary 
to them were unknown, so that the whole body of economic 
knowledge had previously formed a crude and undigested 
mass without connection, logical symmetry, or mutual depend- 
ence. What Smith attempted was to bring system out of 
confusion, to evolve order out of chaos, and to separate 
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what was true and sound in the domain of political economy 
from what was fantastic or false. It is needless to waste 
words in further answer to the charge of want of originality. 
Adam Smith was no more the discoverer of the great body 
of economic principles or facts than Newton was the dis- 
coverer of Kepler’s laws whose principle he was the first to 
explain. 

It is however premature, even after the lapse of a century, 
to estimate the full merits of the “Wealth of Nations.” The 
place of Adam Smith among the great thinkers of the ex- 
traordinary age in which he lived has not as yet been finally 
settled. The following comparison of his work with those of 
the three chief writers of the seventeenth and eighteenth cen- 
turies, Grotius, Locke, and Montesquieu, was written by Sir 
James Mackintosh in the Zdinburgh Review some fifty years 
ago, and is on the whole just, though somewhat pedantic and 
hypercritical: “The Treatise on ‘The Law of War and 
Peace,’ the ‘Essay on the Human Understanding,’ the ‘Spirit 
of the Laws’ and the ‘Enquiry into the Causes of the Wealth 
of Nations’ are the works which have most directly in- 
fluenced the general opinion of Europe during. the last two 
centuries. They are also the most conspicuous landmarks in 
the progress of the sciences to which they relate. It is re- 
markable that the defects of all these great works are very 
similar. The leading notions of none of them can in the 
strictest sense be said to be original, though Locke and 
Smith in that respect surpass their illustrious rivals. All of 
them employ great care in ascertaining those laws which are 
immediately deduced from experience, or directly applicable 
to practice, but apply metaphysical and abstract principles 
with considerable _——. None pursues the order of 
science, beginning with first elements, and advancing to more 
and more complicated conclusions; though Locke is perhaps 
less defective in method than the rest. All admit digressions 
which, though often intrinsically excellent, distract attention, 
and break the chain of thought. Not one of them is happy 
in the choice, or constant in the use, of technical terms; and 
in none do we find much of that rigorous precision which is 
the first beauty of philosophical language. Grotius and 
Montesquieu were imitators of Tacitus,—the first with more 
gravity, the second with more vivacity; but both were 
tempted to forsake the simple diction of science in pursuit 
of the poignant brevity which that great historian has carried 
to a vicious excess. Locke and Smith chose an easy, clear, 
and free, but somewhat loose and verbose style,—more con- 
cise in Locke, more elegant in Smith,—in both exempt from 
pedantry, but not void of ambiguity and repetition. Perhaps 
all these apparent defects contributed in some degree to the 
specific usefulness of these great works; and by rendering 
their contents more accessible and acceptable to the majority 
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of readers have more completely blended their principles 
with the common opinions of mankind.” 

We shall attempt no extended analysis of Adam Smith’s 
immortal treatise; for its principles are too well known to 
require it. Smith’s object was two-fold. First, he wished to 
refute the physiocrats who said that the wealth of a nation 
was not augmented by any other sort of labor, except that 
expended directly in the cultivation of the earth, and that 
all other labor of every kind was sterile and unproductive. 
Secondly, he wished to refute the advocates of the mercantile 
system who held that gold and silver are the true wealth of 
a nation; and that all industrial and commercial activity im- 
poverish a country and drain it of wealth, if they do not 
cause the precious metals to flow into the country from other 
nations. If the critics of Adam Smith had examined his 
work in view of this two-fold purpose which he had in view, 
they would not have ventured to accuse him as undiscrimi- 
natingly as they have too often done, of a want of order 
and logical connection. Adam Smith had a controversial ob- 
ject which he accomplished, and his triumphant success is a 
sufficient answer to the strictures in question. The wealth 
possessed by any nation, says Smith, is augmented by means 
of two instruments, labor and capital. In his first two books 
he submits to a masterly analysis each of these instruments. 
He then proceeds in his next book to a third means, by 
the use of which a nation grows rich, namely, the industrial 
organization of labor and capital in towns and cities. This 
completes the preliminary portion of Smith’s book. Having 
thus planted his engines of logical warfare where he wants 
them, our author next proceeds to ure them to demolish the 
grand citadel of the mercantile system. With a force of dem- 
onstration, from which there is no escape, he establishes 
the principle that governments should not make laws to 
interfere with trade, in the hope of influencing the influx or 
the efflux of the precious metals. His chief arguments are 
two: First, that such laws are sure to be baffled; they always 
fail, and do more harm than. good. Secondly, that the thing 
which the laws cannot do, can be brought about by other 
means, and especially by developing the labor and augment- 
ing the capital whose productive power attracts gold in ade- 
quate sums in every country where they flourish. After a few 
parting words of refutation, addressed to another system— 
that of Quesnay,—Smith passes on in his fifth and last 
book to the fiscal methods of government, and discusses the 
principles of taxation and public debts. These subjects he 
treats after a luminous method, which makes his work as 
valuable a text-book in these days of enormous taxation and 
national debts as it was in the eighteenth century, when the 
fiscal powers of Christendom seemed to have scarcely received 
their first rudimental development. Finally, we repeat that if 
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Smith owed much of his popularity to himself and to his 
broad views of facts and principles, he owed more to the re- 
ceptive condition of the age in which he lived. The world 
was stirred with a vague longing to shake off the old feudal 
shackles, by which strong governments, in warlike emergen- 
cies and under various pretexts, had fettered the industrial 
as well as the political energies of the human race. Com- 
merce, like a young giant, fretted under the galling weight 
and intolerable pressure of the old rules and maxims of re- 
pressive legislation. Adam Smith put this vague desire, un- 
rest and aspiration into words, and supported them with the 
incisive force of a logic in which there was the promise and 
the power of an assured victory. No book on political econ- 
omy ever was, or perhaps ever will be, received with so uni- 
versal a pean throughout Europe, for the simple reason that 
no other book on the same subject can ever meet such a uni- 
versal aspiration, or put into victorious words so stern and 
unappeasable a want. Much, however, as Adam Smith ac- 
complished, he has left more for future economists to do, and 
for the most part that unfinished work has scarcely as yet 
been begun. 


———— 


MR. COWDIN ON THE CURRENCY. 


Mr. Elliot C. Cowdin, of New York, delivered at Cincin- 
nati, on the rz2th June, a timely and instructive address on 
the reform of our system of currency and finance. The pur- 
pose of the lecture was to present a historical sketch of the 
financial situation with a view to a practical remedy. In his 
introductory remarks, Mr. Cowdin described the expedients 
for supplying the want of money in the early history of the 
American people. After explaining the causes of the depre- 
ciation of the first paper money issued by the colonies and 
subsequently of the Continental currency, he referred to the 
banking plans of Robert Morris, the financial policy of Alex- 
ander Hamilton, the organization of the United States Bank, 
the suspension of specie payments in 1814, the establishment 
and fall of the second United States Bank, the panics of 1819, 
1837, and 1857, the financial measures of the war and the 
paper money inflation which followed. After this preliminary 
sketch, Mr. Cowdin proceeded to show how the existing evils 
might be remedied. His theory is both conservative and 
simple. “It requires,” said he, “no logic to prove that the 
colossal financial transactions of our late war have left a tre- 
mendous burden upon business of every kind. So far as 
the Government and its liabilities are involved, and so far 
as the actual weight upon the people is concerned, the situa- 
tion remains much the same as when the war closed. We 
feel the pressure as wearily at this hour as at any previous 
period. And the question now arises, What is to be done 
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for our relief? My answer shall be brief. The people must 
rely mainly on themselves, adhere strictly to their legitimate 
avocations, live within their means, cease croaking, and be of 
good cheer. Notwithstanding the debilitating drain of the 
war, the wealth of the nation is constantly increasing. Never 
were its developed resources so great as now, while those 
undeveloped are of incalculable value. It is to these and to 
the inherent energies of the American people to bring them 
forth and utilize them, that we should look for deliverance 
from present embarrassments and for future prosperity. At 
the same time our national, State, and city governments 
must curtail their disbursements. We must be prudent in our 
credits. We must stop investing in speculative schemes, We 
must cease operation in lands for the mere purpose of laying 
out paper cities. We must stop constructing railways “8 
regions where there are no passengers and no freights. e 
must not run into debt, and thus mortgage the uncertain 
earnings of the future to meet the improvident outlays of 
the present. By such processes we-can restore confidence, 
revive business, and powerfully aid in a speedy return to a 
sound currency.” 

Turning to the practical question of resumption, Mr. Cow- 
din refers as follows to the experience of other nations. “It 
is now fourteen years since the suspension of specie pay- 
ments. This is by far the longest period of suspension the 
nation has ever experienced. The fact that Great Britain re- 
mained under suspension from 1797 to 1821, affords no excuse 
for us. Although struggling for existence against armed 
Europe, after the actual close of the long war to put down 
Napoleon, England continued in suspension only six years, 
while it is now eleven years since our great war terminated. 
The Bank of England voluntarily resumed specie payments 
in 1821, instead of waiting until 1823, the time fixed upon by 
law, and resumption had no serious effect upon the market 
beyond temporarily checking speculations. Look at France 
in our own day. It is scarcely five years since the close of 
the terribly destructive Franco-German war, yet we find that 
besides paying off her 5,000,000,000 francs of indemnity, she 
has reduced the amount of her paper money 750,000,000 
francs. And, although 1878 is the time fixed upon for legal 
resumption, paper money in France is now actually at par. 
How striking the contrast between the financial policy of 
France thus exemplified, even in the hour of defeat and hu- 
miliation, with that of America in the fullness of victory and 
exultation. The lesson taught by the facts I have cited, is, 
that a renewal of confidence and a revival of business lead to 
resumption naturally, and that resumption does not operate 
so much as a cause of prosperity as an effect that follows it. 
It also shows that when paper money was at par nobody 
wanted coin except in special cases, preferring paper as more 
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convenient, for the purpose of a circulating medium ; but, as 
Franklin expressed it, it is “paper money well founded” 
that has these advantages. With prudence and confidence we 
may reasonably hope to reach resumption on the day named 
in the act of Congress. To prepare for this we must, in the 
meantime, submit to a careful but gradual reduction of the 
volume of the currency. Prior to the outbreak of the rebel- 
lion the maximum of paper money ever in circulation in this 
country, was $ 215,000,000. The outstanding paper currency 
at the pyesent time is about $ 730,000,000; it is evident, there- 
fore, that the first step toward a return to specie payments 
should be, in some form, a contraction of this war legacy of 
an inflated currency. This done, the whole country will then 
recognize the wisdom of repealing the Legal-Tender Act, 
and the gradual redemption of the legal-tender notes. 

“The United States now owe some $380,000,000 of these 
notes, or one-sixth of the entire indebtedness, long since past 
due. Now, gentlemen, I ask you this plain question: What 
would be thought of a business house owing a large amount 
of borrowed money, or bills past due, in addition to notes on 
time, if it were to apply all its available receipts to buying 
up its unmatured long notes, leaving the demand claims un- 
settled, and ignoring the interest on them? The payment of 
unmatured notes and debts, while no efforts were made to 
pay borrowed money and past due debts, would be a flagrant 
act of injustice which no court in a civilized country would 
tolerate between individuals, and under our laws would sub- 
ject a firm to be adjudged fraudulent bankrupts. Yet for 
more than ten years such has been our national policy, to 
the serious detriment of our industrial interests, and to the 
debasement of public morals. The history of America, from 
its earliest settlement till now, is full of lessons for our 
future guidance. In this, the Centennial year of the Repub- 
lic, let us not place our reliance on fluctuating, irredeem- 
able paper money analogous to that of our Revolutionary 
fathers, which but for the pecuniary aid of our generous 
French allies might have ruined the cause of Independence. 
But let us rather trust to intelligence, frugality, and prudence 
in the management of our private business ; to retrenchment, 
wisdom, and integrity in public affairs; to the development 
of the resources of the nation ; to confidence in one another, 
and to a sound honest currency, convertible into coin at the 
will of the holder, for speedily restoring the general prosper- 
ity of the country. That prosperity is identical with the esti- 
mate formed of the honor of the nation.” These suggestive 
arguments cannot be too often or too anxiously pondered by 
the banking community, and they receive a new force from 
the peculiar responsibilities and perils which at present 
threaten our financial system, and which special care and 
prudence on the part of our banks can do so much to avert. 





THE COINAGE ACT OF 1873. 


THE COINAGE ACT OF 1873. 


The purpose of the Coinage Act of 1873 was correctly ex- 
pressed in its title, which is “An Act revising and amending 
the laws relative to the Mints, Assay Offices, and the Coinage 
of the United States.” At the time of its passage the price 
of standard silver was $1.18 per ounce; its present price is 
somewhat less than $1.02 per ounce; and this decline of 
more than sixteen cents has rendered it practicable to substi- 
tute subsidiary silver coin for the fractional paper currency in 
circulation without loss to the Government. The acts of Jan. 
14, 1875, and April 17, 1876, authorized the Secretary of the 
Treasury to make the substitution, which is now in progress. 

Various bills have been introduced in the present Congress 
proposing a still further increase in the coinage of silver, and 
in the amount for which it shall be a legal tender; and the 
recent elaborate speech of Senator Jones upon the silver 
question contains much valuable information, accompanied 
by many statistical tables; but its statements in reference to 
the passage of the Coinage Act of 1873 are too unjust to be 
allowed to pass unnoticed. 


The first paragraph of the speech is as follows: 


The act of February 12, 1873, now incorporated in title 37 of the Revised 
Statutes, an act which, under the guise of gros. | the mints of the United 
tals, 


States, practically abolished one of the precious me was a grave wrong; a 
wrong committed no doubt unwittingly, yet no less certainly, in the interest of 
a few plutocrats in England and in Germany, and as certainly in the interest of 
the entire pagan and barbarian world ; a wrong upon the people of the United 
States and of the whole civilized globe; a wrong upon industry, upon the 
natural tendency of wealth toward equalization, upon the liberties of peoples 
which are born out of the effects of such equalization of wealth, upon every as- 
piration of man which depends for its realization upon the development of 
those liberties. 

The act alluded to practically abolished one of the precious metals as 
money, the one chiefly produced in this country, the one chiefly consumed in 
the semi-civilized countries of Asia, and the one which, at the date of its aboli- 
tion and under the time-honored laws that previously prevailed, was becoming, 
as it has since become, the more available metal of the two in which to tran- 
sact exchanges and liquidate debt. 

On page 47 of the same speech, in referring to the Coinage 
Act of 1873, he says: 

And the impartial observer at the present time finds it difficult to account 
for the introduction of such a bill when specie payments were suspended and 


unprovided for, unless upon some such ground as Mr. Potter suggested, to wit, 
either the interest of the owners of nickel mines at home or that of creditors 


at home or abroad. 

The inference from these and similar references to the 
Coinage Act of 1873, is that it became a law without that 
careful consideration which is due to an Act that not only 
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revised and materially remodeled all existing laws upon the 
mint and coinage of the United States, but which also in- 
stituted many important changes and reforms. 

The Senator, apparently forgetting that in his speech he, 
himself, is proposing legislation in reference to the coinage 
during the suspension of specie payments, finds it difficult to 
account for the introduction by others of a bill upon the 
-Same subject during such suspension, except upon the sup- 
position that the bill was proposed “in the interest of the 
owners of mines at home, or of creditors at home or abroad.” 
Had he referred to the finance report, he would have found 
that the amount of coinage executed at the mints during the 
suspension of specie payments, 1861-1875, was $500,524,979 ; 
which is a much greater amount than was coined during the 
fifteen years next previous thereto, and is many times greater 
than the amount of coinage for any other fifteen years in 
the history of the Government. This will be seen from the 
following table: 


VALUE OF GOLD, SILVER, AND MINoR Coins 
issued since the organization of the U. S. Mint, from 1792 to 1799, and in each 
decade from 1800 to 1875. 

Periods. Gold Coins. Silver Coins. Minor Coins. Total. 
1792-1799 . $696,530 00 . $1,216,158 75 . $50,111 42 . $1,962,800 17 
1800-1809 . 3,067,067 50 . 3,154,687 75 . 164,865 79 . 6,386,621 04 
1810-1819 . 2,348,915 00 . 6,107,903 75 . 162,743 07 . 8,619,561 82 
1820-1829 . 2,579,017 50 . 14,787,327 65 . 178,372 70 17,544,717 85 
1830-1839 . 17,724,290 00 . 28,078,654 00 . 334,810 21 . 46,137,754 2I 
1840-1849 . 58,933,381 50 . 22,228,733 00 . 360,840 33 . 81,522,954 83 
1850-1859 . 345,773,348 00 . 45,678,363 00 . 952,080 03 . 392,403,791 05 
1860-1869 .286,597,709 00 . 14,191,268 40 . 8,203,790 00 . 308,992,767 40 
1870-1875 .183,182,275 00 . 25,752,757 60 . 2,154,575 00 . 211,089,607 60 

Totals... $900,902, 533 50 $161,195,853 90 $12,562,188 55 $1,074,660,575 95 
1846-1860 $399,257,660 50 .$57,541,313 00 . $1,503,267 03 . $458,302,240 53 
1861-1875 .453:334:508 00 . 37,174,106 00 . 10,016,365 00 . §00,524,979 0o 

The Senator is equally at fault in supposing that the Coin- 
age Act of 1873 was prepared without giving to it the fullest 
consideration. Indeed, it may be said that no Act which 
ever passed Congress had received more care in its prepara- 
tion, or had been submitted to the criticism of so great a 
number of practical and scientific experts. In a special re- 
port made by the present Comptroller of the Currency (pub- 
lished in the Finance Report for the year 1866), upon the con- 
dition of the branch mint of the United States at San Fran- 
cisco, and in which various amendments to the mint and coin- 
ma laws are suggested, the following paragraph occurs: (p. 
267 


The law relating to the mint was passed in 1837, nearly thirty years ago, 
when the annual coinage averaged only three millions of dollars. It is poorly 
adapted to the present business of the mint, now averaging forty-six millions 
of dollars annually. If a commission could’ be appointed of persons familiar 
with this subject to revise all the laws relative to the mint and its branches, 
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after having examined the laws and institutions of other countries, the benefit 
of such legislation would be seen at once in the increased efficiency and receipts. 
of our own institutions. 

The Secretary of the Treasury, in his report for 1869, again 
called attention to this subject. The work of the revision of 
the coinage laws had already been placed in the hands of 
Mr. Knox, then Deputy-Comptroller of the Currency, who at 
that time had charge of the mint and coinage correspond- 
ence of the Department; and on April 25, 1870, his report 
was transmitted to the Hon. John Sherman, Chairman of the 
Finance Committee of the Senate, together with “a bill re- 
vising the laws relative to the mint, assay offices, and coin- 
age of the United States,” and also tables of coinage, ex- 
isting and proposed, and the English Coinage Act of 1870. 
This report states that: 

The method adopted in the preparation of the bill was, first, to arrange in as, 
concise a form as possible the laws now in existence upon these subjects, with such 
additional sections and suggestions as seemed valuable. Having accomplished 
this, the bill as thus prepared was printed upon paper with wide margin, 
and in this form transmitted to the different mints and assay offices, to the 
First Comptroller, the Treasurer, the Solicitor, the First Auditor, and to such 
other vee ear as are known to be intelligent upon metallurgical and numis- 


matical subjects, with the request that the printed bill should be returned with 
snch notes and suggestions as experience and education should dictate. In this. 
way the views of more than thirty gentlemen who are conversant with the 
manipulation of metals, the manufacture of coinage, the execution of the present 


laws relative. thereto, the method of keeping accounts, and of making returns. 
to the department, have been obtained with but little expense to the depart- 
ment, and little inconvenience to correspondents. Having received these sug- 
gestions, the present bill has been framed, and is believed to comprise within 
the compass of eight or ten pages of the revised statutes every important pro- 
vision contained in more than sixty different enactments upon the mint, assay 
offices, and coinage of the United States, which are the result of nearly eighty 
years of legislation upon these subjects. 

How well this duty was performed is familiar to the read- 
ers of the BANKER’s MaGazinE; for the report (Misc. Doc. 
No. 132, Forty-first Congress, Second Session) was published 
in full in its July number for 1870. Subsequently, in answer 
to a resolution of the House of Representatives of June 4, 
187@, directing that copies should be furnished “of all corre- 
spondence between the Department and officers of the differ- 
ent mints and assay offices, and other persons, toucHing a 
bill and report submitted April 25, 1870, by the Secretary of 
the Treasury to the Finance Committee of the Senate, to re- 
vise the law relative to mints, assay offices, and coinage of 
the United States,” a letter of the Deputy-Comptroller (Ex. 
Doc. No. 307, Forty-first Congress, Second Session) was trans- 
mitted to Congress, together with his correspondence with 
various gentlemen whose opinions had been obtained during 
the preparation of the bill. 

The letter and accompanying documents formed a pam- 
phlet of ninety-six pages, and numerous extracts therefrom 
appeared in the BANKER’s MaGaziNeE for February, 1871. 
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The correspondence mentioned included letters from two 
former Assistant-Secretaries of the Treasury. One of these, 
who was Assistant-Secretary during the entire administration 
of Mr. Chase, says: 


There is no branch of the Treasury Department that has been so neglected 
as that of which your — treats, and none that so seriously requires revi- 
sion ; it was a want well known during the rebellion, but one that could not 
be attended to during that time. There is, in fact, no system as such, and no 
proper responsibility. Efforts have heretofore been made to effect reform ; but 
they have been partial and unsatisfactory. 

The obstacles to satisfactory legislation have been two-fold : First, that every 
attempt at investigation has been partial and superficial, manifest upon its face, 
and consequently has failed to convince Congress of any real necessity for re- 
medial legislation; secondly, the animus of such investigation has not unfre- 
quently been to ingraft upon the system some idiosyncrasy of the author, which, 
not being responsive to the needs of the service, received no support from the 
intelligent expert ; and hence failure. 

Your report I am glad to see, treats the subject in the broadest and most 
comprehensive manner, and your desire to improve the system is demonstrated 
by your calling to your aid those most familiar with its defects and most com- 
petent to suggest the proper remedy. Patterson, Peale & Snowden I person- 
ally know are practically as well as theoretically familiar with the whole 
subject. A cursory examination of the bill is sufficient to commend it to any 
one at all conversant with mint affairs ; its careful perusal demonstrates unmis- 
takably the care and research with which the bill has been framed, and which, 
if enacted into law, will give to our mint establishment that unity so necessary 
to its advantageous and economical administration, and place it upon a par with 
those of the most advanced nations. I speak, as you are aware, from official 
knowledge of the disjointed condition of this most important branch of our 
service, to which I have given no little thought, and I can not refrain from ex- 
pressing to you the pleasure with which I perused your intelligent report and 
the provisions of the bill intended to give your views effect. 


And his immediate successor thus refers to the subject: 


I am much pleased with your report as a compendious statement of useful 
information connected with the coinage system. The table on page twenty-six, 
showing the weight, fineness, and tolerance of all the United States coins, to- 
gether with the amount in which such coins are legal tender, is especially val- 
uable. I believe the very best results will follow from your work. 

The necessity for a revision of the mint laws has been apparent to every 
one connected of late years with the Treasury Department. The work has 
been admirably performed by you. You have happily secured and availed your- 
self of the suggestions of others, while impressing upon the codification that 
unity and completeness which can only result Rm the operations of one 
thoroughly-informed mind, If the law is enacted it will result most beneficially. 


Dr.!M. F. Bonzano, who had been for many years an officer 
of the mint in Philadelphia and of the branch mint in New 
Orleans, also says: 

The thanks of every one capable of appreciating the importance of the 
subject of your report will certainly be your reward for the minute, thorough, 
and exhaustive examination eer have given to this important matter, and the 
direct and fair manner in which you have dealt with the deficiencies of the old 
laws, which experience has shown were no longer adequate to maintain the 
mint establishment of the United States at the same high standard of excellence 
as in some other countries, and of sufficiently protecting the interests of the gov- 
ernment. 


Robert Patterson, of Philadelphia, says: 
I have read your report in the North American of to-day, and can not help 
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dropping a line to express the satisfaction it gives me. All the points of 
reform appear to have been reached. Please send me a copy of the bill, also 
of your report, when officially printed. 

The department and the country will owe you thanks for the intelligent and 
laborious attention you ‘have given to this business, and if the bill should pass, 
I trust you will find your reward in the gratitude of all who have an interest 
in the effective working of our mint establishments. 


R. W. Raymond, Commissioner of Mining Statistics, says: 

I regard the report as a very thorough and well considered paper, and I 
hope its recommendations will not fail to have the attention at the hands of 
Congress which they deserve. 


And the venerable Dr. John Torrey, of New York, an emi- 
nent scientist, says: 

As a whole, the bill seems to include every important provision contained 
in the existing laws upon these subjects; and, although I might prefer to have 
a few sections modified, I give my full consent. 


Letters, reviewirfg the bill, are also given from Messrs. 
Snowden, Pollock, and Linderman, ex-Directors of the Mint; 
the latter gentleman having been associated with the framer 
of the bill in its final preparation, and subsequently re- 
appointed the chief officer of the mint service under the pro- 
visions of the act. 

The same pamphlet also contains a letter from Mr. E. B. 
Elliott, giving a more complete history of the silver dollar 
than has appeared elsewhere, and which is of special interest 
at the present time; he says: 

The bill proposes the discontinuance of the silver dollar, and the report 
which accompanies the bill suggests the substitution, for the existing standard 
silver dollar, of a trade coin of intrinsic value equivalent to the Mexican silver 
piaster or doliar. If the existing standard silver dollar is to be discontinued, 
and a trade-coin of different weight substituted, I would suggest the desirable- 
ness of conforming to the oe silver pillared piaster of 1704, in 
preference to that authorized by the Spanish law of 29th May, 1772, or by the 
Mexican law of 27th November, 1867. The first-mentioned of these coins, 
that of 1704, contained, as nearly as may be, according to English assays, a 
weight of pure silver equivalent to 25 grams. The last mentioned, that of 
1867, and which is intended to be equivalent to that of 1772, contains of pure 
silver 24.441 grams. The existing silver dollar of the United States contains 
24.056 grams (i. e., 3714 troy grains) of pure silver. 

In the year 1704, by proclamation of Queen Anne, based on assays at the 
English mint, the Spanish and Mexican pieces of eight (or dollars) were de- 
clared to be each of the value of four shillings and six pence sterling. At this 
time, and until the year 1816, sixty-two shillings could be coined from a troy 
pound of standard silver, 44} fine ; consequently, the dollar of 4s. 6d. sterling 
was equivalent in value to 386.71 troy grains, or 25.059 grams of pure silver. 
Of these dollars, there would, of course, be four and four-ninths in a pound 
sterling (silver standard). The sterling par of exchange, from that time to the 
present day, has been one pound sterling, equal to four dollars and four-ninths 
of a dollar, although silver has ceased to be a standard in Great Britain, and 
has practically ceased to be a standard in the United’ States, gold taking its 
place. This dollar, divided into six shillings, became thenceforth the standard 
of lawful money in the American colonies of Great Britain. 

By act of the Congress of the Confederation, passed 8th August, 1786, and 
by the ordinance of 16th October, 1786, a silver dollar was established as a 
unit of account, although not coined, containing of pure silver 375.64 troy 
grains (or 24.338 grams), the metal being of eleven-twelfths fineness. This 


3 
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unit differed—as has been clearly pointed out by John Quincy Adams in his 
able report as Secretary of State in 1821, on “ weights and measures ’—from 
the trne dollar of 1704, as defined by the proclamation of Queen Anne, by a 
deduction of two per cent. for estimated wastage in coining, and by assuming 
the fineness of the metal to be eleven-twelfths, whereas the fineness of 
standard British silver was then, as now, 444. 

The law of 2d April, 1792, of the new Congress, which established the mint 
of the United States, also fixed the contents of pure silver in the standard 
silver dollar at 3714 grains (or 24.056 grams ), a reduction of four per cent. 
from the standard established by proclamation in 1704, and a reduction of 14 
per cent. from the dollar prescribed in 1786 by the Congress of the Confedera- 
tion. This dollar (unlike the preceding) is not based on the Spanish-Mexican 
dollar of 1704, but on the later Spanish-Mexican dollar of 1772; from which it 
was derived by weighing a large number of such coins as were found in actual 
circulation, and which had been reduced, by abrasion, to a weight nearly 1.6 
per cent. below the standard at which they were issued from the Mexican 
mint. The weight of pure silver in the dollar has continued unchanged from 
that time to the present, although the standard weight of the coin itself, re- 
duced by a withdrawal of 34 grains of alloy, has been somewhat diminished. 
It appears, therefore, that the existing silver dollar, although professedly 
based on the Spanish or Mexican silver dollar, does not fairly represent any 
coin ever issued from those mints; that it is merely a representative of the ave- 
rage of abraded Spanish-Mexican coins. 

The coins most in demand for Oriental commerce were for many years the 
pillared Spanish-Mexican piasters; and such was their popularity that they con- 
tinued to be preferred long after their intrinsic value had been considerably re- 
duced by wear in use, The restoration, as a trade coin, of a silver dollar, ap- 
proximating to the old standard, to wit: one containing 25 grams of pure silver, 
is a subject which would seem to demand favorabie consideration. 

It may be well here to call attention to the fact, that the French silver coin 
of five francs contains, of standard gold, nine-tenths fine, just 25 grams, which 
also is the weight proposed for two half-dollars of the token or subsidiary coin- 
age of the United States, in case that a metric coinage is adopted. (See Ta- 
ble III, pages 30 and 31, Appendix to Report on the Mint and Coinage Bill.) 
The intrinsic value of the proposed subsidiary coinage would therefore be less 
by just one-tenth than that of the commercial silver coin here proposed. 


The Secretary, in his report for 1870, called special atten- 
tion to the bill; and it was reported from the Finance Com- 
mittee of the Senate on December 19, 1870, passed that 
body on January 10, 1871, but was not considered in the 
House. In the report of the Secretary for a subsequent 
year the passage of the bill was again urged; and on Feb- 
ruary 12,1873, the original bill, as prepared at the Treasury, 
and with but slight changes, was formally approved and 
became a law—the Comptroller of the Currency, no doubt 
out of compliment to his services in the preparation of the 
bill, having been made by its provisions an ex-officio Commis- 
sioner of Assay to the mint. 

It is thus seen that more than a year’s time was given to 
the careful consideration and preparation of the bill; that it 
was submitted to the criticism and received the approval of 
many practical and scientific experts throughout the country ; 
and that, finally, after having been in the possession of the 
appropriate Committees of the Senate and House of Repre- 
sentatives for nearly three years, it became a law. It is 
certain that the bill was prepared with unusual care, and it is 
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equally certain that its purpose was simply to furnish a ju- 
dicious code of mint and coinage laws; and that the interests 
of neither debtors nor creditors, nor of the owners of nickel 
or gold or silver «mines, were considered in its preparation. 

It may be fairly inferred that the sweeping criticisms of 
the Honorable Senator were inspired not so much by any 
thorough examination of the act itself, as by the fact that 
the silver dollar which was authorized by the act of April 
2, 1792, was excluded from the coins authorized by the Coin- 
age Act of 1873. It is true that the dollar piece referred to 
was omitted from the provisions of the Act, and the reasons 
for such omission are given in the report as follows: 

The coinage of the silver doilar piece, the history of which is here given, is 
discontinued in the proposed bill. It is by law the dollar unit; and assuming the 
value of gold to be fifteen and one-half times that of silver, that being about 
the mean ratio for the past six years, it is worth in gold a premium of about 
three per cent. (its value being $1 03.12), and, intrinsically, more than seven 
per cent. premium in our other silver coins, its value thus being $1 07.42. 
The present laws, consequently, authorize both a gold dollar unit and a silver 
dollar unit, differing from each other in intrinsic value. The present gold dol- 
lar piece is made the dollar unit in the proposed bill, and the silver dollar 
piece is discontinued. If, however, such a coin is authorized, it should be 
issued only as a commercial dollar, not as a standard unit of account, and of 
the exact value of the Mexican dollar (value 1 04.90), which is the favorite 
for circulation in China and Japan and other Oriental countries. 

These reasons, even if not now conclusive upon the subject, 
were, at that time at least, deemed sufficient: 

The object of the present paper is, however, not to discuss 
the double standard, but simply to defend the Coinage Act of 
1873 against adverse criticism. But we must not omit to 
say that, if the criticism of the Act was prompted by the 
repeal of the provision authorizing the issue of the dollar as 
a full legal tender, then the assault should have been di- 
rected against the Act of June 28, 1834; for, by that Act, the 
reduction of about six and one- -fourth per cent. in the ‘gold 
standard (the dollar being reduced from 27 grains to 25.8 
grains ) practically demonetized the silver coinage, thus rela- 
tively overvaluing, as it did, the standard gold coinage, and 
bringing the latter in circulation to the exclusion of the rel- 
atively dearer silver. Or, he should have attacked the Act of 
February 21, 1853, which repealed such provisions of previous 
Acts as made gold and silver, with the single exception of 
the three-cent piece, nominally a legal tender to any amount. 

The total coinage from 1792 to 1873 of the silver dollar 
pieces, the demonetization of which was commenced by the 
Act of 1834 and completed by that of 1873, was only 
$ 8,045,838,* or a little more than § 100, ooo per year; while 
the coinage of silver pieces of a less denomination than one 
dollar was, for the same period, $ 137,106,046. It is not prob- 
able that there were more than $50,000 in silver dollar pieces 
in existence in this country at the time of the passage of the 

* The coinage of the trade or commercial dollar from 1873 to June 30, 1875, was $9,286 40° 
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Act of 1873. From the discussion which has taken place 
since that time, it is evident that the repeal of the provision 
authorizing the issue of the silver dollar was most opportune 
and fortunate; otherwise the late extraordinary and unpre- 
cedented decline in the relative value of silver—due to in- 
creased production at home and demonetization abroad— 
would have completely driven our thus undervalued gold 
coinage from the country, leaving the overvalued silver as 
the sole specie basis of account. 

At the date of the passage of the Coinage Act of 1873 
the silver dollar piece was worth a little more than 103 in 
gold; it is now worth less than ninety cents in gold. And 
as the Government, under the coinage law as it existed prior 
to 1873, would possess the legal right to purchase silver with 
gold, and to pay the interest on the public debt in silver 
dollars worth only about ninety cents in the London market, 
it would, of course, by this process have been enabled to re- 
alize an amount of profit, or saving, of one-tenth of the gold 
interest now paid on the public debt, or about $10,000,000 
annually. And there is no doubt that the same persons who 
now advocate the payment of the interest in greenbacks 
would also have advocated this lesser fraud. But such a 
profit would be dearly earned; for United States bonds 
would, everywhere and at once, become depreciated, the 
credit and standing of the Government would be seriously 
impaired, and all plans for the funding of the public debt 
at a lower rate of interest would, of necessity, have to be 
abandoned. 

If it is proposed to restore the double standard, then it is 
evident that a new silver dollar, worth one hundred cents 
in gold, or bearing the relative value of about eighteen to 
one, must be authorized; so that, from any point of view, 
it is difficult to see what injury has been done the advo- 
cates of a double standard by the abolition of the silver dol- 
lar, whose relative value to gold in 1873 was only about 
fifteen and a-half to one. 

From the foregoing review it must be obvious, even with- 
out an extended argument, that there can be no such thing 
as a practical double standard; that what is called a double 
standard is simply an alternative standard—the silver ruling 
or circulating, to the exclusion of gold, whenever the mint 
and the market ratios are such that silver is over-valued in 
its relation to gold. and, in turn, the gold circulating to the 
exclusion of silver, when gold is relatively the over-valued 
metal. 

x 
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CENTENNIAL ADDRESS OF THE HON. E. G. 
SPAULDING, 
At the meeting of the Bankers’ Association, at the International 
Exposition, Philadelphia, May 30, 1876. 


The limit of our space forbids the publication in full of 
this very interesting address, which covers sixty-four pages in 
pamphlet form. As the history of the earlier part of the past 
century has recently been given in the pages of this magazine, 
we take up and abridge Mr. Spaulding’s sketch from the 
year 1832. At this period, the re-election of General Jackson 
to the presidency settled the question that the Second United 
States Bank must, like the first, go into liquidation and wind 
up its affairs. 

THE REMOVAL OF GOVERNMENT DEPOSITS. 


Without the authority of law, the President assumed that 
the Secretary of the Treasury might select as many of the 
State Banks as he might deem necessary to receive the Gov- 
ernment deposits, and perform the fiscal service of the Gov- 
ernment. A large number were subsequently selected. But 
the 16th Section of the United States Bank Act required 
“that the deposit of the money of the United States, in 
places in which the said Bank and branches thereof may be 
established, sha// be made in the said Bank, or branches there- 
of, unless the Secretary of the Treasury shall, at any time, other- 
wise order and direct, in which case the Secretary of the Treasury 
shall immediately lay before Congress, if in session, and, if not, 
immediately after the commencement of the next session, she 
reasons of such order or direction.” 

The Secretary of the Treasury, in his report of December 
5th, 1832, advised Congress that doubts were entertained iz 
some quarters of the safety of the Bank as a depository of the 
public revenues, and that, in consequence, he had appointed 
agents to examine into its condition. The President’s Mes- 
sage of the same date expressed similar doubts, and_indi- 
cated the propriety of removing the Government deposits from 
the Bank. A committee of investigation was appointed by 
Congress, and on the two reports, together with the state- 
ment of the Bank Directors, the House of Representatives 
declared, by a vote of 1og to 40, that the public deposits 
might safely be continued in the institution. The three ex- 
aminations agreed so closely as to exclude all possibility of 
collusion or error. The Hon. Gulian C. Verplanck, of New 
York, chairman of the Congressional Committee, stated in his 
report, that they “had examined the report of the Treasury 
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agents, and also the Directors of the Bank under oath, and 
that it appeared that the Bank had $80,866,000 of available 
resources, and that its liabilities, exclusive of its stock, 
amounted to only $ 37,800,000. 

After this report was rendered, and after the vote of confi- 
dence by Congress, Secretary McLane expressed his final de- 
termination to take no part in changing the custody of the 
public revenues. Whereupon the President transferred him to 
the State Department, to make room for a more pliable 
officer; but his successor, the Hon. William J. Duane, of 
Pennsylvania, proved even less tractable. He declared his un- 
willingness to act in the matter without reasons that would 
justify him in the eye of the law. The President summoned 
a special meeting of the Cabinet for consultation, with no 
better result. He then announced that he would assume the 
responsibility of issuing a mandatory order of removal, which 
he expected the Secretary to obey. But that officer, like his 
predecessor, deeming the proposed action of the President il- 
legal, would neither execute the order nor voluntarily retire 
from the office. The President had no alternative but to 
remove him by an arbitrary dismissal; and he appointed in 
his stead the Hon. Roger B. Taney, whose opinions were 
known to coincide with those of the President. 

On the 18th of September, 1833, the President issued a per- 
emptory order for the removal of the Government deposits 
and on the first of October following, the order was executed 
by Mr. Taney, and such deposits transferred from the United 
States Bank to the “State deposit Banks.” 

The amount of deposits thus transferred was about 
$11,000,000, and the State Banks thus favored were en- 
couraged to expand their loans upon the faith of such de- 
posits. Thus ended the services of the United States Bank as 
the Financial Agent of the Government. 

The immediate consequence of the defeat of the bill for re- 
newing the charter of the United States Bank and the illegal 
removal of the Government deposits of that institution, was 
the incorporation by the several States of a great number of 
local Banks. Capital stock was authorized for each, but in 
most cases the stock was not Jona fide paid up. The Banks 
in most cases went into operation upon an insecure basis 
upon fictitious capitals. In the seven years from 1830 to 1837, 
no less than 304 sprung into existence, with a nominal capital 
of $145,000,000, and paper circulation of $59,000,000, and the 
total circulation rose to $ 104,000,000. he mass of Bank 
loans increased from $ 200,000,000 to $ 525,000,000. 

The Treasury balance in the “deposit banks” rose from 
$11,000,000 October 1, 1833, to’ over $49,000,000, on November 
1, 1836. The Bank of the United States, instead of closing 
up on the expiration of its charters, obtained a new charter 
from the State of Pennsylvania, and transferred its assets to 
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the new State institution, and maintained its propartion in 
the general expansion of credit. Speculation and overtrading 
increased to an alarming extent all over the country. The 
expansion of bank credit, the increase of State, corporate and 
individual indebtedness was far in excess of legitimate busi- 
ness. Reckless speculation in corner lots on paper, and run- 
ning into debt generally was the order of the day. This kind 
of speculation extended to the public lands. Large quantities 
were taken up—not by actual settlers—but by large operators 
who paid for it in State bank currency. “ Wild-Cat” banking 
became rampant in many of the Western States, which oper- 
ated to swell the indebtedness enormously in that portion of 
the country. 

The importations from foreign countries had been large and 
the specie in the country had been diminishing for some time 
previous. The duties paid on these large importations 
served to increase the revenues ; the National debt was paid 
in full, and a surplus in paper money was accumulating in 
the United States Treasury which, was then being deposited 
in the State deposit banks to the credit of the Treasurer in 
Bank ledgers. 

On the 23d of June, 1836, an act was passed for distribut- 
ing to the severai States the supposed surplus moneys above 
$5,000,000, belonging to the Treasury of the United States, in 
proportion to their respective representation in the Senate and 
House. The sums to be thus deposited for safe keeping with 
the several States was to be made in the following propor- 
tions ;—one-fourth part on the first of January, 1837, one- 
fourth part on the first of April, one-fourth part on first of 
July, and the remaining fourth part on the first day of Oc- 
tober, all in the same year. It was supposed that the whole 
amount to be thus distributed would be between $40,000,000 
and $ 50,000,000, 

To check speculation in the public lands, President Jackson 
on the 11th July, 1836, issued the famous Specie Circular, in 
the form of an order from the Treasury Department, prohib- 
iting the receipt of anything but gold and silver coin in pay- 
ment of lands sold by the Government. 


THE PANIC OF 1837. 


By the successive acts and proceedings just narrated, a 
train was skillfully laid for a general crash in the financial 
affairs of the Government, the: banks, and the people. The 
natural result of what had taken place during the last six 
years, led inevitably to a general smash up. The Bank, 
which President Madison, in his first annual message after 
approving its charter, declared was “essential for the interests 
of the community at large, as well as for the purposes of the 
Treasury,” was killed by the veto of President Jackson, and 
forced to wind up its affairs as 2 national institution; the 





40 THE BANKER’S MAGAZINE. (July, 


government deposits were illegally removed to a great number 
of State deposit banks; the State Banks were increased, 
upon fictitious capitals, to an alarming extent; bank credits 
were extended in the form of paper currency and im- 
proper loans upon inadequate and unconvertible security ; 
high prices, overtrading and extravagance in living followed 
as a natural consequence. . The catastrophe resulting from 
this unnatural and reckless state of things could not long be 
delayed. 

The specie circular issued by President Jackson showed 
distrust of the State Bank currency ; gold and silver was de- 
manded. Failures became frequent in the latter part of 1836 
and the early part of 1837. State Bank currency, in many 
cases, was not redeemed in coin when presented for that pur- 
pose, and very soon became uncurrent money. The wild 
cat and red dog banks at the West first broke down; the 
Safety Fund of New York received a blow from which it 
never recovered, and finally went out of existence. 

Each day developed some new case of insolvency on the 
part of banks and individuals. Finally the distrust extended 
to all classes of business ; credit was destroyed; the panic be- 
came general, when in May, 1837, all the banks in the coun- 
try suspended specie payments, and the “deposits” in the 
“Pet Banks” to the credit of the Treasurer of the United 
States became unavailable. The demoralization was complete 
and general in all private as well as governmental transac- 
tions. It was difficult for the Secretary of the Treasury to 
manage the fiscal affairs of the government. 

Martin Van Buren having been inaugurated President on 
the 4th of March of that year, issued a Proclamation, for an 
Extra Session of Congress. 

Mr. Van Buren was very much disgusted with the State 
Deposit Banks for their mismanagement in locking up and 
rendering unavailable the public deposits. His motto became 
“an entire divorce of the United States Treasury from all 
banks and banking transactions.” The institutions which Mr. 
Taney declared in 1833, to be of “high character and un- 
doubted strength” proved to be very weak in 1837. Many of 
them proved to be not only a failure but a fraud. 

General Jackson wrote from his retirement at the Hermitage, 
that “the history of the world never has recorded such base 
treachery and perfidy as had been committed by the deposit 
banks against the government.” 

At the time of closing the United States Bank after its 
charter expired, the stock was worth a premium of more than 
I5 per cent., and the stock in the Bank owned by the United 
States was paid back to it in full, and also a premium on 
the same exceeding 15 per cent. besides the previous regular 
dividends, so that the United States actually made money on 
its stock, and did not lose a dollar of the money deposited 
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in the Bank. It fulfilled all its obligations to the Govern- 
ment, redeemed all its circulating notes, paid all its private 
depositors, and as a National institution went out of existence 
with a clean record. 

A bill for establishing a Fiscal Bank of the United States 
passed the House of Representatives, August 6th, 1841; ve- 
toed by President Tyler, August 16th. Another bill for a 
Fiscal Corporation vetoed September gth, 1841, followed by a 
resignation of all the Cabinet, except Mr. Webster, which 
ended for a time all efforts to obtain under any name a new 
National Bank. 

On January 1, 1837, the Bank circulation of the country, 
according to the Treasury reports, was $149,000,000. By Jan- 
uary Ist, 1843, it was reduced to $58,000,000. A ruinous fall 
of prices was the consequence, and wide-spread distress, at- 
tended by many failures. In the four years ending with 1842, 
the exports of specie exceeded the imports by $8,500,000 ; but 
under the favorable influence of the Tariff of 1842, in the 
nine months ending June 30, 1843, the imports of specie ex- 
ceeded the exports by $20,000,000 ; as the banks of New York 
and New England had paid specie regularly since 1838, they 
soon recovered from the effects of the revulsion of 1842-43. 
Those of the grain-growing States, from New Jersey to Mis- 
souri, did not fully recover till 1847, when the demand for 
breadstuffs in Europe gave a balance of specie in our favor 
of $22,000,000. The Banks in the South and West were not 
fully re-established until some years later, when an extraor- 
dinary demand for cotton replenished their coffers. 


FREE BANKING LAW OF NEW YORK. 


On April 18th, 1838, the monopoly of banking, under special 
charters, was brought to a close in the State of New York, 
by the passage of the act “to authorize the business of Bank- 
ing.” Under this law, Associations for Banking purposes and 
Individual Bankers, were authorized to carry on the business 
of Banking, by establishing offices of deposit, discount and 
circulation. Subsequently a separate Department was organ- 
ized at Albany, called “The Bank Department,” with a Su- 
perintendent, who was charged with the supervision of all the 
banks in the State. Under this law, institutions could be or- 
ganized simply as banks of “discount and deposit,” and 
might also add the issuing of a paper currency to circulate 
as money. At first the law provided that State and United 
States stocks for one-half and bonds and mortgages for the 
other half, might be deposited as security for the circulating 
notes to be issued by Banks and individual Bankers. Upon 
a fair trial, however, it was found that when a bank failed, 
and the Bank Department was called upon to redeem the 
circulating notes of such bank, the mortgages could not be 
made available in time to meet the demand. The mortgages 
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when brought to the test of raising ready money proved to 
be unavailable, and by an amendment of the law, the receiv- 
ing of mortgages as security for circulating notes was dis- 
continued. 

This law with the various amendments that have been 
made, has proved to be a valuable and useful mode of car- 
rying on the business of banking, and ultimately a very large 
majority of the banks in New York came under its provisions 
in the transaction of their business. 

THE SUB-TREASURY LAW. 


On the 6th of August, 1846, the Sub-Treasury act was 
finally passed, and went fully into operation January rst, 1847, 
upon the theory mainly of gold and silver in all the financial 
transactions of the Government; but with the expectation 
that Treasury notes might be resorted to if necessary. 

In less than a year after the passage of the Sub-Treasury 
Act, it was found that very little gold was in the Treasury. 
It was easy to enact that “all disbursements” from the 
Treasury should be made in coin, but soon after the com- 
mencement of the war with Mexico, it was found very diffi- 
cult to get the coin into the Treasury for “disbursement.” 
The Army and Navy had to be supported, and material of 
war had to be provided. Coin in sufficient amount could not 
be obtained for that purpose. Resort was almost immediately 
had to the alternative of paper to carry on the war. The acts 
of July 22d, 1846, and January 28th, 1847, authorized the issue 
of $28,000,000 six-per-cent. Treasury notes, to be put upon loan, 
and paid to contractors and others who furnished supplies to 
carry on the war. A large part of the “disbursements” for 
the war were in Treasury notes instead of gold, showing the 
impracticability of the Sub-Treasury to carry on even a small 
war in gold and silver. 


THE PANIC AND REVULSION OF 1857. 


This crisis, like the revulsion of 1837, was caused by tvo 
great an expansion of credit. Debts in all forms became ex- 
cessive. The Railway system had been largely extended upon 
borrowed capital. There had been excessive importations of 
foreign goods. The banks loaned too much of their funds on 
stocks, bonds and other securities that could not be readily con- 
verted into money to meet checks of depositors. The Ohio 
Life Insurance and Trust Company, which had a large branch 
office in the city of New York, was completely loaded down 
with unavailable securities, and on the 25th of August, 1857, 
failed with very large liabilities outstanding. This was the 
starting point of the panic. Distrust very soon became gen- 
eral. Confidence was destroyed. It was soon ascertained that 
too much floating capital had been converted into fixed capi- 
tal. Call loans were called in. A large part of the hundreds 
of millions of stock and bonds that had been created during 
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the previous ten years, proved to be unavailable. Wall street 
and the Stock Exchange ‘became greatly excited. A large 
number of the members of the Board of Brokers were unable 
to respond to their call loans, and failed. Stocks fell 50 per 
cent. At the height of the panic, New York Central R. R. 
stock sold down to 48, Illinois Central, Michigan Central, and 
Rock Island at about 30, Michigan Southern at 5. Money so 
stringent that bankers were unable to borrow currency on 
gold bullion; the Michigan Southern sold a ten per cent. 
guaranteed stock at 50, and the Michigan Central, an eight 
per cent. mortgage bond, at the same price. 

The panic continued about fifty days, until the middle of 
October, 1857, when all banks suspended specie payments. 

The system of redemption of bank notes then in force by 
the Suffolk Bank in Boston, and the Metropolitan Bank in 
New York, operated unfavorably. This mode of requiring re- 
demption of the interior bank currency which was sent in 
packages to these banks, and then hurried back again into 
the interior, frequently in the same packages, greatly acceler- 
ated the panic. Finally the banks in New York, by common 
consent, ceased sending home good currency and finally took 
the secured currency of the State of New York, and made it a 
basis for Clearing-House Certificates, which had an important 
influence in stopping the panic and restoring confidence. 
When the banks suspended, relief came, of course. Confi- 
dence gradually returned, money flowed into business channels, 
prices improved, and the banks were enabled to resume in 
December. 

At the breaking out of the Rebellion in 1861, the Govern- 
ment of the United States had no National institution to 
resort to, like the Bank of England or the Bank of France, 
for aid to sustain the Union Army and Navy. It had only a 
barren Sub-Treasury, which in every effort of the Government 
to make loans, was known to be antagonistic to the custom- 
ary commercial operations of the State Banks. The Sub- 
Treasury was in no way connected with Clearing-House op- 
erations, and could not check on the banks for Government 
disbursements, and if the Government borrowed money on its 
bonds from the banks, the money had to be paid into the 
Sub-Treasury in gold and silver coin, or treasury notes, which 
at once weakened the bank reserves, and tended to disturb 
the whole financial business of the country. The Sub-Treas- 
ury law was a positive obstacle to a successful management 
of the finances in the great war then in progress to maintain 
the Union. 

Hon. Salmon P. Chase, Secretary of the Treasury, in his 
report in December, 1861, stated that there were about sixteen 
hundred local banks, and that the value of the then existing 
bank note circulation depended upon the laws of thirty-four 
States, and the character of those private corporations. He 
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estimated the total circulation of all these banks January rst, 
1861, to be $202,000,767. “Of this circulation $ 150,000,000, in 
round numbers was in the loyal States, and $50,000,0c0 in the 
rebellious States.” 

The Government was without any National paper currency 
to circulate as money, and Mr. Chase was not then favorable 
to the issue of legal-tender notes. He however was in favor 
of a National currency under the authority of the United 
States, and recommended the National Bank Act. 

The bill was passed and approved by President Lincoln, 
February 25, 1863. 

No National Bank currency was issued until near the first 
of January, 1864. After that time it was gradually issued. 
On the first of July, 1864, the sum of $25,825,695 had been 
issued ; and on the 22d of April, 1865, shortly after the sur- 
render of General Lee, the whole amount of National Bank 
circulation issued to that time was $ 146,827,975. 


FREE BANKING—NO MONOPOLY. 


At first the act limited the amount of currency to be is- 
sued under it, to $300,000,000, but by a subsequent act this 
limitation was removed. Free Banking is now allowed to all 
the people who comply with its provisions. There is no 
longer a monopoly of banking under the laws of the United 
States. It is a system of National Banking and National 


Currency co-extensive with the boundaries of our National 
Union. It requires the circulating notes to be well secured 
by gold-bearing Government bonds, deposited with the 
Treasurer of the United States ; requires each bank to redeem 
its circulating notes in lawful money on demand, and to keep 
an adequate reserve for that purpose; makes them a legal 
tender for all taxes and other debts to the Government, ex- 
cept customs, and for all debts owing by the Government, ex- 
cept principal and interest of the funded debt; it also makes 
them receivable by each National Bank for all ordinary debts 
due them, and each bank, designated as a depository, is also 
required to receive it on deposit from al! public officers. 
These are important provisions in the law for nationalizing 
this currency, and it consequently obtains a wide circulation. 
Congress, by the act of March 3d, 1865, drove all State Bank 
circulation out of existence by the imposition of a tax upon 
it of ten per cent. 
PROGRESS MADE IN BANKING. 

The refusal of Congress to re-charter the first United States 
Bank, and the arbitrary and illegal action of the Executive 
in regard to the second United States Bank, seriously re- 
tarded the progress of sound banking, under the authority of 
the United States. By these blunders the Government and 
people have been deprived of the great benefits they would 
have received from the stability given to business by the con- 
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tinuance of such an institution. In spite, however, of this in- 
congruous and unwise action of Congress and the Executive, 
there has been real progress made in the business of banking 
during the last hundred years. The Bank of North America 
in Philadelphia, the Bank of New York in New York City, 
the Massachusetts Bank in Boston, the first three banks or- 
ganized in the United States, have always maintained a re- 
spectable position, and are to-day performing their duties to 
the public, and are favorably regarded for their high-standing 
and solidity. Having been re-organized, they are to-day doing 
a prosperous business under the present National Bank Act. 

Most of the Banks organized in the principal cities since 
January 1st, 1790, have maintained their existence in some 
form ; have increased their capitals, have done a successful 
business, and are now highly creditable institutions, and doing 
as good a business as the present state of trade will admit. 

State Banks and National Banks are generally in a pros- 
perous condition, and most of the old State Banks finally re- 
organized under the National Bank Act in 1865. 

Hon. John J. Knox, Comptroller of the Currency, in his 
last report made to Congress in December, 1875, gives a de- 
tailed report of the condition of all the National Banks. It 
is a most valuable and interesting statement of the favorable 
condition of the business of banking in the United States. 


Those desiring further details in regard to the banks can 
study this report to great advantage. 
Capital Stock of National Banks paid in is ® 505,485.865 
= State Banks “= 164, 366,669 


Aggregate amount of deposits in pace Banks........ 849,581,633 
Capital Stock of Loan and Trust Companies, 21,854,020 


$ 1,541,288, 187 
Private Bankers do not report the amount of capital em- 
ployed in their business. It is therefore difficult to make any 
approximate estimate of their aggregate capital. It is known, 
however, to be large, and their business transactions largely 
swell the banking operations of the country. 


CREDIT AND CLEARING HOUSE. 


Credit is the essential element that underlies the business 
of banking. Banking in all its forms is dependent upon 
credit. Well-organized banks, and the system of daily settle- 
ments through the Clearing Houses in all the great commer- 
cial centers, and a weekly publication of the condition of the 
banks, has an important influence in keeping all credit trans- 
actions under due control, and confining them within proper 
limits. About one hundred years ago, the private banks in 
London organized the first Clearing House in that city. The 
New York Clearing House Association, composed of New 
York Bankers, went into operation October 1st, 1853, and its 
present constitution was adopted June 6th, 1854. 
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The system of Clearings by off-set is one of the most use- 
ful improvements of modern times. It economises both time 
and money in the liquidation of debts, especially all the large 
commercial transactions of the world, amounting to several 
hundred millions daily, with only a very small resulting bal- 
ance to be paid in money. Very little gold or paper money 
is required to do the business of any of the large cities. 

Clearing Houses-have been established in Boston, Philadel- 
phia, Baltimore and the other principal cities of the United 
States with useful and beneficial results. 


THE PANIC OF 1873. 


After the right to fund the greenback currency into six- 
per-cent. gold bonds was revoked in 1863, which rendered 
this currency irrdeemable, credit became so expanded under 
the excessive issues of paper currency and other obligations 
during the war, that neither the banks, the Clearing House, 
nor any other human agency could restrain it within reason- 
able limits, especially under the vacillating course adopted by 
Congress. The aéuse of credit became general in the creation 
of debts in all its forms—States, cities, counties, corporations, 
and individuals combined to swell the paper bubble until it fi- 
nally burst in the great panic of 1873. The combination of 
the banks in the Clearing House in New York, exerted a 
most powerful influence in staying the calamity, and prevent- 
ing the suspension of all the banks. By an extra form of 
credit, in the shape of Clearing-House certificates, they con- 
tinued to pay and liquidate a very large amount of debts 
each day, without paying money for even resulting balances. 
The Clearing House Associations in other cities exerted a fa- 
vorable influence in the same direction. The panicy feeling 
passed away in due time, and the banks again resumed their 
former mode of settling balances. The Temporary Clearing- 
House certificates, improvised during the panic, were soon 
after redeemed and taken off the market. ' 

The present national banking system—organized in the 
midst of civil revolution, and which could only be brought 
into existence under the pressure of a great public calamity, 
and amid the enthusiasm of the people determined to main- 
tain the Union—has drawn to its support a very large ma- 
jority of the banking capital of the country. Experience has 
shown that it it is well adapted to the wants of American in- 
dustry and progress ; that it is a convenient and safe deposi- 
tory of the public funds which can easily be transferred to 
any part of the country without any of the machinery or 
expense of the sub-treasury, and that when more fully per- 
fected will be adequate to meet the demands of our anoma- 
lous situation in war as well as in times of peace. That it is 
not perfect, is not the fault of those who originated it; that 
it is not perfected and the sub-treasury discontinued, is the 
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fault of the Government itself. Let the Government return to 
its integrity, re-adopt, at a lower rate of interest, the funding 
of the greenbacks, or in the mode prescribed in Senator 
Sherman’s act of last year, retire its over-due indebtedness 
in the recognized money of the commercial world, and the na- 
tional banks will be ready to redeem their circulating notes 
in the same kind of money. Meantime they loyally await the 
action of Congress, and will be ready to redeem in lawful 
money, whether it be greenbacks or gold, whatever shall be 
recognized by the Government for itself, and by it prescribed 
to the people as the legal standard of redemption. 

The causes which led to the panic of 1873, were too deep 
and far-reaching to be easily got rid of or overcome. Debt 
and taxation are heavy burdens; defaulted railroad bonds lie 
dormant in safes and drawers; irredeemable paper money is 
still in excess; industry and production languish ; Congress 
still vacillates and fails to settle the financial problem on a 
firm basis; the depression and stagnation in business which 
commenced in the panic of 1873, still continues, and is likely 
to continue until the finances are finally settled on a specie 
basis, the question removed from political agitation, and the 
business of the country allowed to resume its normal condi- 
tion free from the excesses and demoralization of the war. 
Then will be the time to complete the history of the paper 
bubble, which has been so demoralizing for the last twelve 
years. 


—— 


INCREASING SCARCITY OF GOLD AND SILVER. 
“BY GEORGE M. WESTON. 


The paper read in June, 1865, before the Statistical Society 
of London, by Professor Jevons, upon the variations in the 
prices of commodities, which is only another expression for 
the variations in the value of the money in which these prices 
are stated, attracted great attention when it was made, and 
has been the subject of much comment. 

The period covered by this paper was a long one, from 
1782 to 1865, and the commodities, the fluctuations in the 
prices of which are given, forty in number, are all the leading 
articles of commerce, and all the leading articles of consump- 
tion in countries possessing the advanced civilization of 
Great Britain. They embrace all the principal metals ( in- 
cluding of course iron ), grains and meats of all kinds, timber, 
wool, cotton, hay and other fodders, dyes, tallow, tar, silk, 
flax, hemp, hides and leather, and oriental and tropical pro- 
ducts, such as rice, tobacco, tea, coffee, sugar and spices. 

The prices given are those in the British markets, but as 
these always bear a relation to prices in other markets which 
is controlled by the same circumstances of freight and com- 
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mercial charges, the fluctuations elsewhere must have been 
always proportionate. 

Some persons who have commented upon these tables of 
Professor Jevons, noticing that his prices are stated in gold, 
have fallen into the error of supposing that a part of the 
fluctuations given, is due to the fluctuations in the price of 
that special metal, as distinguished from silver. That is not 
so, in any degree. Professor Jevons naturally stated prices in 
what is the standard in his own ‘country, but, as, during the 
period covered by his tables, there was no appreciable varia- 
®tion in the market ratio of the two precious metals, the 
prices, if stated in silver or gold, would show precisely the 
same fluctuations. The fall in silver did not become apparent 
until 1873, or seriously marked until the present year. When, 
therefore, Professor Jevons speaks of a rise or fall in gold, as 
established by his tables, we may understand that there was 
exactly the same rise or fall in the value of silver, or in other 
words, of both the precious metals. 

The tables of prices used by Professor Jevons are, for the 
most part, the same given by Tooke, and other writers upon 
such subjects, but the deductions made by different commen- 
tators, are not quite uniform. If the prices of only one 
article from year to year were to be dealt with, there could 
not be two modes of stating the increase or decrease; but the 
problem is less simple where the number of articles is large. 
Three rules have been proposed for estimating the mean va- 
riations. The rule favored by Professor Jevons, and which he 
calls the geometric rule, seems to have advantages, and at 
any rate this one, that its results lie midway between those 
produced by the other two rules. This is clearly an advan- 
tage, if the maxim, 7” medio tutissimus ibis, is as applicable to 
Statistics, as it is to politics and conduct. 

From these tables, it appears that if the prices of the 4o 
enumerated articles be called roo in 1782, they fell slightly 
until 1795, when they suddenly enlarged to 117, and continued 
irregularly to enlarge until 1809, when they attained their 
maximum of 157. From that point they fell until they reached 
their mininum of 64 in 1849 and 1850, never having again 
after 1820 been as high as roo but once, in 1825, when. they 
were 103. From this lowest point of 64, of 1849-50, they ad- 
vanced to 74, 83, 80, 82, and 85, in the years 1853, 4, 5, 6, 7, 
and in 1865, the last year given in the tables, they stood at 78. 
They are now, probably, down again to the point of 64, 
where they were at the date of the California discoveries, or 
two-thirds of what they were in 1782, or two-fifths of what 
they were in 1809. Of course, there were temporary fluctua- 
tions, but certain great movements are distinctly marked; one 
towards enlargement at the end of the last century and the 
commencement of this, culminating in 1809; next a movement 
of depression, covering the period of forty years, from 1809 
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to the date of the California gold mining; and lastly, a short 
period of recovery after that conspicuous event. 

The per centages of variations in the value, that is, the 
purchasing power of the precious metals, are, of course, 
greater. As given by Professor Jevons, this value fell from 
1782 to 1809, (this entire fall being really between 1794 and 
1809,) in the proportion of 100 to 54, or by 46 per cent. 
From 1809 to 1849, it rose again in the ratio of 100 to 245, 
or by 145 per cent., adding so much to the intrinsic worth of 
fixed incomes, derived from government or other long secur- 
ities, and so much to the burden upon the capital and labor 
from which such incomes are derived. From 1849, it had 
fallen only 20 per cent. in 1865, and is now, probably, re- 
stored again to its maximum value, and will buy more than 
twice as much of leading commodities as it would during the 
first ten years of the century. 

The facts in relation to the variations of the prices of 
commodities, or what is the same thing, the variations in the 
purchasing power of the precious metals, are well agreed 
upon, and so are some of the causes of these variations. But 
the degree of the efficiency of particular causes has always 
been debated, as is also the question, whether certain things 
are to be reckoned as causes at all. 

It is, for instance, not doubted by anybody, that the revo- 
lutionary disturbances commencing in 1810, in the Spanish- 
American colonies, the then principal sources of the supply of 
the precious metals, and reducing their production—between 
1810 and 1830—by one half, and afterwards, by a large per 
centage, below that of a long anterior period, in connection 
with the increasing wants of the world, account mainly for 
the steadily augmenting value of money after 1809. Nor is 
it doubted by anybody, that it is to the California gold sup- 
plies, soon reinforced by those from Australia, that we should 
ascribe the diminishing value of money between 1849 and 
1865, and should also ascribe the fact, that if it has now 
risen again, it is still not above the standard of 1849, where- 
as, without the new sources of the precious metals, it would 
have continued to rise, as it had been rising during the forty 
years following 1809. Nor is it doubted by anybody, that the 
commerce, debts, investments and enterprises of mankind, 
constantly and conspicuously enlarging within the past one 
hundred years, must have required a constantly enlarging 
stock of the precious metals, to preserve an equilibrium, or 
any approximation to an equilibrium in prices. 

Why prices should have so risen and the value of money 
have so fallen, between 1794 and 1809, is not so clear, and 
has been persistently debated. No causes for it seem beyond 
question, except that the drain of the precious metals to the 
East had not attained great proportions during that period, 
and that the suspension of specie payments, notably in Great 

4 
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Britain, but also in Austria, Russia, and some other countries, 
must have liberated for employment in the markets, consider- 
able masses of gold and silver. 

How much effect was produced by the great wars which at 
tended the French revolution of 1789, and the subsequent 
career of Napoleon, is a matter not clear in theory, and has 
been much disputed by writers. It is, however, pretty certain, 
as a matter of fact, that wars.do raise prices, and that the 
pacification of the world which followed the battle of Wa- 
terloo, and a fall in prices, were contemporaneous events. 

One cause of the cheapening of many commodities, between 
1809 and 1849, was the progress of invention in steam power 
and machinery, and of improvements in navigation. But the 
same cause was in quite as full operation in the twenty-seven 
years prior to 1809, which witnessed the great discoveries of 
Watt and Arkwright, and it was in spite of that cause that 
money then fell in value and commodities rose in price. If 
the liberation of the precious metals by the suspension of 
specie payments in England and elsewhere, and the Napole- 
onic wars, do not sufficiently explain it, we must accept it as 
a fact without explanation, or as Professor Jevons phrases it, 
as a fact of observation. 

The general result seems to be, that the value, or purchas- 
ing power, of the precious metals, increased enormously 
from 1809 to 1849; that the subsequent fall in their value 
down to 1865, was comparatively slight, and has probably 
been since quite recovered from; that, upon the whole, gold 
and silver are worth at least double what they were at the 
commencement of the century; and that, apparently, the 
change now going on in their value, is in the direction of a 
rise rather than a fall. That.this should be so, is very little 
in harmony with the fears expressed in the early days of the 
California and Australian discoveries, that the precious metals 
would become dangerously cheap. Nor is it any more in har- 
mony with the popular notion, that the cost of living, as 
measured in money, is far greater than it was for the gener- 
ation preceding our own. 

Upon this last point, it is proper to observe, that the value 
of money at different times, is measured by the prices of the 
same commodities at such different times, and that if people 
buy more commodities, and of a more expensive kind, they 
must expect to pay more for them. If we could be content 
with what satisfied our fathers, the cost of living, of which we 
complain, would be less formidable, and the cheapening of 
commodities would become real to our apprehension. But if, 
when carpets fall one half in price, we insist upon carpeting 
six rooms instead of one, we must not wonder that that 
branch of housekeeping expense increases three-fold. We 
must not expect silks at the price of calicoes, or three 
dresses at the cost of one. The money expense of living 
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depends partly upon the purchasing power of money, but a 
good deal more upon the habits and mode of living. 

No event more thoroughly aroused the attention and fixed 
the interest of mankind, than the discoveries of gold in Cal- 
ifornia and Australia, occurring so nearly at the same time 
as to be substantially simultaneous. The actual outcome of 
the new gold was exceedingly great, and as was natural in 
the first flush of the excitement, the expectation of the con- 
tinuing outcome was far greater than the fact has proved to 
be. The integrity of the standard of values seemed to be 
threatened, and with it the security of contracts, and all the 
vast interests bound up in the general stability of the prices 
of property. It is little wonderful that anxiety was felt on 
every hand. Those who are old enough remember it well, 
and those who are not old enough, will find the evidence of 
it in the literature of that day. Books and pamphlets, which 
no man can read, or even number, attest how wide-spreading 
and absorbing was the debate. The vigorous Englishman, 
De Quincey, declaring that no delusion could possibly be 
greater than the expectation that gold would remain of any 
value whatever; the volatile Frenchman, Chevalier, making 
Europe resound with his brilliant appeals to the governments 
to lose no moment in demonetizing the dreaded metal; the 
ponderous demonstrations by the German doctors, of the cer- 
tainty and completeness of the impending ruin; all are pre- 
served as imperishably as paper and ink can do it. Legisla- 
tion was affected. Germany demonetized gold, Belgium did 
the same thing for a season, Holland had already done it 
just before the discoveries, France was sorely pressed to do 
it, and the government of India prohibited the receipt of 
gold by its tax gatherers. 

Never were fears more completely falsified by the event. 
The new flood of gold, neither affected its market relation to 
silver, or sensibly and permanently depreciated the value of the 
two precious metals combined, and it is to-day, certain, that 
instead of its being necessary to reduce the mass of money 
by demonetizing either gold or silver, there is imminent 
reason to apprehend that the aggregated supplies of both, 
will be insufficient to maintain the general commercial 
stability. It is not a glut of the precious metals which 
threatens mankind, but a scarcity, or, it may be more correct 
to say, that it is from a scarcity that they are now actually 
suffering. Prices, which are measured by them, are lamenta- 
bly falling everywhere. If the outcome of silver shows some 
increase, that of gold shows a decrease. The needs of the 
world for them are constantly enlarging; there is no reason 
to apprehend that the drain of them to the East has received 
any permanent check; and it is plain to be seen, that with 
two hundred millions of the civilized and rich populations of 
Europe and the United States, now condemned to the forced 
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use of paper money, enormous masses of the precious metals 
must be required to restore a normal and sound condition of 
things. 

The substitution for this forced legal-tender paper, of me- 
tallic money, or of convertible paper money, will not take 
place in this generation, if either gold or silver is demonet- 
ized. The period when it will take place, even on the old 
basis of the double money of gold and silver, is not certain. 
But whatever doubts may exist as to the time when new sup- 
plies of the precious metals may be required and used in the 
restoration of disordered currencies, there is none as to the 
constant new demands arising from the increased wealth and 
commerce of the world. Nor is there any discernible or 
probable fact, to justify the opinion that the demands of the 
East will fail to rise, as always heretofore, to the level of any 
supply which is likely to exist. Let us consider briefly, how 
exigent these two demands have been since 1849. 

The London EZconomist, (May 11, 1865,) estimated that in 
the fifteen years from 1849 to 1863, both inclusive, there had 
been an increased total production of silver, of about 20 mil- 
lions of pounds sterling, and of gold, from new sources, of 297 
millions; the gold production from old sources remaining 
about stationary. Here was what may be called, an extra 
supply of 317 millions sterling, within fifteen years, to be dis- 
posed of. If we knew what the previously existing stock 
was, in coin, plate and other forms, we should know by what 
per centage this extra supply augmented it. But that is 
what we do not know. We must content ourselves with the 
most probable conjectures. If we reckon it at two thousand 
millions sterling, we have an addition of sixteen per cent. 
Whatever the per centage may have been, let us see how 
quickly it was swallowed up by the swelling flood of the 
wealth and commerce of the world, and by the insatiable de- 
mands of the East. 

The Zconomist in the same number quoted above, states that 
the exports of British and Irish produce and manufactures, 
increased from 63 millions sterling in 1849, to 160 millions in 
1864; that the exports of colonial and foreign produce in- 
creased from 18 millions in 1854, to 49 millions in 1863; and, 
that the imports into Great Britain, increased from 152 mil- 
lions in 1854, to 249 millions in 1863. The Zconomist adds: 

We find here an external trade doubled in the last twelve years, and this 
external trade is, we believe, but a faint representation of the increase of trans- 
actions throughout the whole of our domestic industry. But not only has this 
multiplying process been carried on in these islands ; it has prevailed almost as 
largely in France, and has spread all over Germany. It has filled Italy, 
aroused Spain from its long lethargy, and penetrated even to the remote prov- 
inces of Russia. No corner of Europe has remained insensible to the new stir 
of industry and enterprise. All these facts are indications of the enormous ad- 
dition which has been made, during the last fifteen years, to the extent and 


depth of the channels of circulation required to be filled with metallic money in 
some form or other. The truth is, that with the present extended and growing 
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commerce of the world, far more mischief and inconvenience will arise from the 
effect of what seems to be a continuous gradual decline in the new supplies of 
gold, than from any effects which have flowed or may flow from the California 
and Australian discoveries. 

If a total movement of imports and exports of 458 millions 
in 1863, 4, was a duplication within twelve years, there was a 
further increase of one-third in the nine following years, the 
figures for 1872 (the latest given by Appleton’s Cyclopedia,) 
being 611 millions. 

In Italy, the statements being made in dollars, the public 
revenue increased from 250 millions in 1861, to 550 millions 
in 1873, and the aggregate of imports and exports from 330 
millions in 1869, to 454 millions in 1872. 

In France, the statement being made in millions of francs, 
the annual average for five years from 1855 to 1859, both in- 
clusive, was: 

Imports 
Exports 

Ten years later, the annual average for five years from 

1865 to 1869, both inclusive, was: 
Imports 
Exports 

These statements, except as to British commerce for the 
twelve years prior to 1863, cover periods when prices were 
falling, and indicate a greater increase in the quantities of 
commodities, than in their money value. 

The reports of all commercial countries show a similar ad- 
vance, and within the last generation, many countries have 
become commercial, which were not so before in any appreci- 
able degree, and new and important nations have arisen, no- 
tably by British colonization, in quarters of the globe hither- 
- to unoccupied. 

If commerce employs coins, it is wealth which consumes 
the precious metals, or fixes them in plate and other forms 
of utility or magnificence; and who will compute what the 
increase of the wealth of the world has been since 1849? 

Our census makers give the true value of the property in 
the United States, as follows: 

Years. Dollars. 


751351780 
16,159,616 


Nearly all the railroads in the world have been built since 
1849. It was about that time that Mr. Webster rounded out 
one of the most magnificent of his periods, with the seven 
thousand miles then existing in this country. We have since 
built as many in one year (1872), and have to-day eleven 
times as many. The first.one was opened for traffic in Great 
Britain, in 1830; 5,500 miles were in operation in remote 
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India, in 1873, and three years is a long time ago in these 
days of rapid progress. And the advance of railroads in 
mileage, is quite equaled by their advance in cost, efficiency, 
annual expenditures and annual income. The four-track, 
steel railway from Albany to Buffalo, only counts in miles 
as much as the same length of single track, strap-iron rail- 
road of forty years ago; but in appointments, investment, and 
employment of men and capital, it is an altogether different 
thing. 

In fine, to give the details of the advance of the world in 
riches during this generation, would be to give the current 
history and statistics of all the continents; since even Africa 
has felt the general movement at more than one point. The 
oldest cities in the old world, renewing their youth, and em- 
ulating in the rapidity of their growth the rising cities of the 
new; the charts of both the oceans and all the seas, striped 
with the lines of steamships; the wide Atlantic divided into 
belts to diminish the risks of collision between outgoing 
and incoming steamers; railroads sweeping up the ancient 
valleys of Hindostan to the base of the Himalayas, while in 
the new world they are spanning the Andes far above the 
clouds; private companies wielding the revenues, not of duke- 
doms, but of kingdoms, and individual opulence so abounding 
and diffused, that it must be reckoned not in millions but in 
milliards, to be any longer a distinction; the picture, to have 
all its effect, must be drawn in all its details, and that is not 
possible upon a canvas narrowed to the limits of an article 
in a review. But no picture need be drawn of what is in 
the current and familiar knowledge of everybody. 

The increase of the needs of, and uses for, the precious 
metals, is far greater than any actual or probable increase in 
their supply, and if we have escaped the stringency and dis- 
tress of a real famine, it is only by an enormous multiplica- 
tion of the devices of credit, banking and representative 
money, which, while it excites admiration by its skill and 
efficiency, ought to excite and does excite in thoughtful 
minds, apprehensions for the stability of a system, of which 
the sharp and constant vibrations indicate only too well 
the dangers of overwhelming catastrophes. 

Nor is it less certain, that if by possibility, the precious 
metals should be temporarily in excess in Europe and 
America, the East will restore the equilibrium. That has 
been so in all historical times since the days of the Romans, 
and depends upon facts likely to be permanent hereafter. 
With hundreds of millions of people, civilized and industrious, 
without mines, but with products of both art and nature, 
rich and rare, the nations of the East will never cease, 
either to want gold and silver, or to have the means to 
acquire them. It is not more certain that water tends to a 
level, than that the precious metals will flow over to the 
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Orient from the Occident, precisely in the degree in which 
they become abundant in the latter. The theory is so, and 
the fact is so. 

Humboldt estimated, that of the 43 millions of dollars, the 
product of the American mines at the commencement of this 
century, 25 millions were sent to Asia, and never to return. 


Professor Jevons, in his book on JZoney, 1875, says: 


Asia, then is the great reservoir and sink of the precious metals. It has 
saved us from a commercial revolution, and taken off our hands many millions 
of bullion which would be worse than useless here. And from the earliest his- 
torical ages, it has stood in a similar relation to Europe. In the middle ages, 
it relieved Europe of the excess of Spanish-American treasure, just as it now 
relieves us of the excess of Australian treasure. 

MacPherson, Commerce with India, says: 


The Indian trade arose to a considerable magnitude, at the same time 
that the American mines began to pour their treasure into Europe, which hap- 
pily has been preserved from being overwhelmed by the inundation of the 
precious metals, as it must have been if no such exportation had taken place. 
Raynal, affirms, that the Spaniards must have abandoned their most productive 
mines in America, as they had already abandoned many of the less productive 
ones, if the progress of the depreciation of silver had not been somewhat re- 
tarded by the exportation of it to India. 

In a work entitled Drain of Silver to the East, dated at 
Calcutta, in 1863, W. Nassau Lee, says: 

Up to 1814, no great change in the normal state of things was percepti- 
ble ; but, in that year, consequent upon the great increase of British imports 
which followed the breaking up of the old East India Company’s monopoly, the 
flood of silver to India began to shallow, and in 1832—3, it had almost dried 
up. From this time the tide continued to ebb and flow with uncertain fluctuations 
until 1849-50, when it set in with redoubled strength, and has since been in- 
creasing in depth and breadth with such rapidity as to cause some alarm for the 
equilibrium of prices in India. 

The returns of trade with England and China, have for some years shown an 
annual balance of £ 10,000,000 in favor of India. 

This drain of the precious metals to the East, deserves and 
will require a separate and independent consideration. We 
only propose now to note the general fact, that it is always 
greatest when Europe most abounds in them, which is pre- 
cisely what we should believe without any special proof of it. 
When merchandise is low in price, it is that, rather than 
money, which is sent in exchange for Eastern products, and 
in turn, those products are purchased in greater quantities 
and more paid for them, when gold and silver are abundant 
and cheap. The East received 25 of the 43 millions of dol- 
lars mined in America at the commencement of this century, 
but received less when American mining fell off one-half, in 
1810, in consequence of revolutionary troubles. As money 
became scarcer in Europe after 1809, as shown by Professor 
Jevons, “the flood of silver to India began to shallow,” and not 
to revive again till the new mines of California and Australia 
were opened. 

In the thirty years ending with and including 1850, the 
official statements of the balance of imports of the precious 
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metals over exports, of the Presidencies of India, show an 
annual average of £1,671,000. In the six years ending with 
and including 1856, this annual average suddenly swelled 
to £6,320,000. The London Zconomist fixes the annual 
average export of treasure from Europe to India and the 
Levant, for the five years ending with and including 1861, at 
an annual average of 13% millions sterling; for 1862, at 18 
millions; and at 23 millions for each of the years 1863 and 
1864, when our civil war gave the cotton supply to India. It 
has since declined, with the somewhat diminishing production 
of the precious metals, and with the largely increasing Euro- 
pean demand for them, but it is still great, (the balance of 
imports into India for 1872 being £10,097,720,) and will not 
fail to rise to, and even surpass all former examples, if these 
metals, now distressingly deficient, shall become again more 
abundant. 

Mr. Lee, a most intelligent writer, and thoroughly informed 
on Indian topics, says that metallic money was little known 
there fifty years ago, trade being principally barter, and the 
revenue of the native rulers, which includes land rent, being 
paid in kind. The British collect their revenue in money, the 
use of which for other purposes is also constantly enlarging. 
This compelled an Indian coinage of 1,245 millions of silver 
rupees, or about 600 millions of dollars, from 1851 to 1866. 
Mr. Lee, says, that (in 1863) the use of money was still 
not common, outside of cities, and to supply a general use 
of it in India, would require the enormous additional sum of 
four hundred millions sterling, or two thousand millions of 
dollars. He bases his estimate on an amount fer capita, equal 
to what is employed in Great Britain, but believes that India, 
with less use of credits and representative money, would 
require a greater ratio. Mr. Lee estimates the Indian popu- 
lation at 180 millions. It is known to be larger than it was 
then ( 1863,) supposed to be. In the statement made -to the 
British Parliament in 1873, by the Secretary of State for India, 
the area was fixed at 1,576,746 square miles; the population 
of British India proper, at 190,895,548, and the population of 
the (so called) native states, under British control,’ at 
46,245,888. 

Of still more populous China, we know far less than of 
India. It seems to be true that its only coined money is of 
the base metals, and that silver and gold are used as such 
only by weight. If also, as affirmed by some, this use is only 
common among the merchants at trading points on the coast, 
the possibilities of a Chinese absorption of the precious metals 
for currency purposes, dwelt upon by some English writers, are 
not exaggerated. 

The world is large. The Comstock lode will not revolu- 
tionize it. Potosi has failed to do that in three centuries. 
If now, rich mines, heretofore the monopoly of barbarous, 
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poor, or inefficient races, are found within the territories of 
the most vigorous offshoots of the European nations, and are 
being exploited by abundant capital, it is in the fullness of 
time, and when the needs of mankind for the precious 
metals seem to surpass all possible supplies. Deplorable, in- 
deed, will it be, if this beneficence of nature, instead of being 
accepted with thankfulness, shall be thwarted and rendered of 
no avail by human folly and perversity. 


Oo 


A CENTURY OF FINANCE IN THE UNITED STATES. 
By J. S. Gipgons. 
( Continued from May number.) 


FirtH Paper. Zhe Revenue System—its origin and its destruc- 
tion. Retrospect. The INDEPENDENT TREASURY fatal fo scien- 
tific financial organization. 


A retrospect of the sources of revenue is necessary to give 
a clear understanding of the general history of our financial 
system, so far as it deserves that characterization. 

The first convention of delegates at Annapolis, in 1786, to 
consider the subject of a constitution, had for its main object 
the establishment of a protective tariff. The same purpose was 
dominant in the second convention, (1787,) when the constitu- 
tion was framed. There was no manifest difference of public 
opinion on the subject. It was regarded as vital to the es- 
tablishment of political independence. 

It was still fresh in the common memory, how England had 
oppressed the colonies by penal enactments against every 
form of domestic manufactures. The importance of this ques- 
tion is too serious to be overlooked in a financial history, and 
will justify a brief sketch of facts, showing, not only that the 
tariff was necessary to revenue, but that it was the chief 
“stone of the corner” on which our fathers designed to erect 
the grand superstructure of Republican independence and per- 
sonal equality. 

In 1699 the British parliament prohibited the colonies ex- 
porting wool or woolen goods, or carrying them from one 
colony to another. In 1719 it declared the erection of man- 
ufactories calculated to lessen the dependence of the colonies 
on the mother country—an act instigated by the complaints 
of British merchants. In 1731 the Board of Trade was in- 
structed to inquire into the laws which allowed the establish- 
ment of manufactories in the colonies ; and in the subsequent 
year, it reported that Massachusetts had passed such laws, 
and that the people of New York, Connecticut, Rhode Island, 
and Maryland, were “making woolen and linen garments for 
their own family use.” They were also weaving flax and 
hemp into coarse bags and ropes. The British Board of Trade 
recommended that an immediate stop be put to such prac- 
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tices. Parliament promptly prohibited the exportation from the 
colonies of hats, or trading in them from one colony to 
another, by ships, carts or horses. No man was allowed to 
set up business as a hatter, who had not served seven years 
in it; nor to have more than two apprentices; and no black 
person was allowed to work at the trade. Iron mills for slit- 
ting and rolling, and plating-forges, were forbidden under 
penalty of five hundred pounds. Finally, as the colonies 
waxed stronger in spite of the ‘oppression of the mother 
country, apprehension was created that they would outgrow 
the ability of the home government to keep them in subjec- 
tion; and the right of taxation without representation was 
asserted. Lord Chatham declared in parliament that “he 
would not allow the Americans to make a hob nail ;”” another 
noble lord added, “nor a razor to shave their beards.” 
Against this extremity of oppression the Americans, after vain 
protest, severed their connection with England, by open 
war. “The revolution they sought for and effected,” says an 
eloquent historian, “was a revolution in pudlic economy—the 
nominal change from the relations of a colony to the position 
of an independent State, was of no consequence without this ; 
and, if the British crown had granted it, or never taken it 
away, the American fathers would never have desired a sepa- 
ration. There could have been no motive—no object. It was 
purely and exclusively to establish a new and American 
system of public economy.” 

The same author asserts that the “commercial troubles of 
the confederated States, were greater than they had ever 
been until the adoption of the constitution in 1789 — and 
that the independence acquired was merely nominal, all and 
solely for want of a protective system, which could not be 
put in force under such a rope of sand as the articles of con- 
federation. * * The States in their isolated positions tried 
to protect themselves, and only made the matter worse by 
( mutual ) interference till at last, being on the verge of dis- 
solution as an independent nation, on account of this great 
defect, the Federal constitution was adopted as a remedy.” 

Accordingly, the earliest action of the new government was 
on the question of establishing a protective system. A bill was 
introduced in Congress by Mr. Madison, with a preamble be- 
ginning as follows: 

“ Whereas, it is necessary for the support of government, 
for the discharge of the debts of the United States, and for 
the encouragement and protection of manufactures, that duties 
be laid on goods, wares and merchandise imported: Be it en- 
acted, &c.” This bill, the first tariff act of the United States, 
was signed by President Washington, on the 4th of July, 1789. 
How far it reflected the sober judgment of the statesmen of 
that day, may be ascertained by the public debates in Con- 
gress, and by numerous official documents relating to the sub- 
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ject. Of the first eleven Presidents of the Union, two only— 
the elder Adams and James K. Polk, dissented from the plan 
of import duties as the basis of our fiscal system. The mes- 
sages and writings of Washington, Jefferson, Madison, Monroe, 
the younger Adams, Jackson, Van Buren, Harrison, and Taylor, 
furnish ample evidence, not simply of mere concurrence with 
the tariff policy as a scource of revenue, but of its essential, 
complete, and permanent identification with the character of 
the government, and. with those established principles of econ- 
omy, to the justice and expedience of which the commercial 
history of every civilized nation, and the opinions of the most 
eminent philosophical writers, bear witness. 

The writer quoted continues in the following strain : 

“The Government and institutions of the United States 
started into being on the basis of the protective policy—were 
begotten by it. This policy was the native genius of the 
people ; it was the natural growth of their position, of their 
struggles, and of their original and subsequent relations. For 
this they were forced into the revolution ; for this they were 
forced out of the confederation ; to secure this they adopted 
the Federal constitution.” 

President Jackson in his second annual message to Con- 
gress, referring to the “indispensable power” of maintaining 
a tariff, says, “ without it, our political system would present 
the anomaly of a people stripped of the right to foster their 
own industry, and to counteract the most selfish and destruc- 
tive policy which might be adopted by foreign nations.” (1830.) 


It is apparent from these facts that our financial system, 
in the beginning, was intelligently constructed: first, by the 
creation of a certain, fixed, and permanent source of revenue, 
adequate to all the emergencies of national life; and second, 
as heretofore shown, by the establishment of the former Bank 
of the United States, whereby the revenue was maintained in 
a fruitful and living service of circulation for the benefit of 
commerce and industry. So long as this system was ad- 
hered to the fiscal interests of the government were pros- 
perous. No sooner was its completeness impaired by the re- 
fusal of Congress to renew the charter of the National Bank, 
(1811,) than the system was plunged into chaos. The cur- 
rency became disordered and general embarrassment of credit 
ensued, which speedily resulted in the suspension of specie 
payments (1814.) The committee of Ways and Means of the 
House of Representatives, to which was referred that part of 
the President’s message ( 1830,) which related to the Bank of 
the United States, in describing the general condition of 
affairs at that time, used the following language : 

“In less than three years after the expiration of the charter 
of the bank, the war with Great Britain having taken place 
in the mean time, the circulating medium became so disordered, 
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the public finances so deranged, and the public credit so im- 
paired, that * * Mr. Dallas, who then presided over the 
Treasury department, with the sanction of President Madison, 
and, as it is believed, every member of the Cabinet, recom- 
mended to Congress the establishment of a National Bank, 
as the only measure by which the public credit could be re- 
vived, and the fiscal resources of the government redeemed 
from a ruinous, and otherwise incurable embarrassment ; and 
such had been the impressive lesson taught by a very brief, 
but fatal experience, that the very institution, which had been 
so recently denounced and rejected by the Republican party, 
being now recommended by a Republican administration, was 
carried through both branches of Congress as a Republican 
measure, by an overwhelming majority of the Republican 
party.” 

The restoration of the financial system to its original com- 
pleteness, as far as forms went, produced an immediate change 
for the better in the fiscal affairs and credit of the govern- 
ment, and in the general state of business on which those 
affairs and that credit entirely depended. Specie payments 
were quickly resumed, and the revenue became prosperous. 
In a single year ( partly, no doubt, as the consequence of re- 
stored peace,) it increased from sixteen to forty-eight million 
dollars. The national credit revived, and all uneasiness on 
that score was at an end. But the general system of the fi- 
nances had received a shock from which it never fully recov- 
ered. It had been shown that solid as the fabric seemed, the 
violence of party spirit was such that it might be toppled and 
overturned by the action of a single session of Congress and 
the State Legislatures. The one had destroyed in an utterly 
reckless mood, the most influential institution for good that 
existed in the country; and the others had createa a mis- 
cellaneous brood of small institutions for the most part, with 
“straw” capital, to fill the place left vacant by it. A real 
capital of ten million dollars, with the superstructure which 
twenty years of successful business had erected upon it, was 
swept away, and banks with an aggregate xominal capital of 
forty million, with fifty million of irredeemable paper currency, 
were created to fill the blank!* The incorporation of the 
second national institution, added twenty-five million dollars 
of capital to the new mass. The change from 1811, when the 
former charter expired, to 1816, when the new one was 
granted by Congress, is shown as follows : 

Capital, Paper Issues. 
1811 ini # 52,720,601 on 29 to 30 million. ( Gallatin. ) 
1816 aie 124,822,422 oe toe’ om do. 

Such was the financial revolution that was effected in the 
short space of seven years, sufficient by the common theory 
which requires a certain relation between the volume of com- 


* Ante 3d Period. 
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merce and the instrument for carrying it on, to derange the 
whole superstructure of values, and to destroy all confidence 
(as it really did,) in the permanency of our financial institu- 
tions! But in spite of this adversity, the vast and beneficial 
power of a consolidated capital acting in harmony with the 
revenue department of the Government, succeeded in carrying 
the immense weight of the superfluous credit, created in the 
shape of bank notes, nominal bank capital and loans on 
merely personal security, which composed the general mass 
of current obligations. Excepting a period of inevitable re- 
action consequent upon the embarrassments caused by bad 
legislation, and by the violent rupture of the fiscal system in 
1812-16, a reaction which was attended by severe local disor- 
ders in 1819, the country resumed its normal march of pros- 
perity ; and from the latter date ceased to be disturbed by 
any extraordinary fluctuations or casualties in its general 
economy. The official reports of the Treasury department 
afford ample testimony to the accuracy of this statement. 
From the foregoing sketch we are led to the conclusion that 
the foundation of all fiscal success depends on the right man- 
agement of the revenue; and that the right management of 
the revenue, in its turn, fertilizes the sources from which it 
springs, and exerts a beneficent influence over every field of 
labor, and through every channel of industry in which the 


people are employed. The often-quoted aphorism of Burke 
deserves to be engraved ineffaceably on the national mind.— 


The Revenue of the State is the State. In effect all depend upon it, whether 
for support or for reformation ; as all great qualities of the mind which operate 
in public, and are not merely suffering and passive, require force for their dis- 
play—I had almost said for their unequivocal existence. The REVENUE, which 
is the spring of all, becomes in its administration the sphere of every active 
virtue ; public virtue being of a nature magnificent and splendid, instituted for 
great things, and conversant about great concerns, requires abundant scope and 
room, and cannot spread and grow under confinement, and in circumstances narrow 
and sordid. Through the revenue alone the body politic can act in its true genius 
and character ; and therefore it will display just as much of its collective virtue 
as it is possessed of a just revenue. 


The success of any system of financial management, must 
depend on the strict maintenance of the correlations of which 
it is composed. If these correlations be ruptured, there is no 
longer a system, but mere accident, which can result in noth- 
ing else than chaos. We have seen that the management of 
the revenue, instituted by Hamilton, was attended by complete 
success so long as the Bank of the United States continued 
to act as the fiscal agent of the Government; and that no 
sooner was this service interrupted by the suspension of the 
agency, than the harmony of the system was destroyed. The 
removal of the deposits in October, 1873, and the action of 
Congress, which put a determinate end to the existence of the 
Bank, marks the period when the fiscal affairs of the govern- 
ment fell into disorder and ceased to wear the character of a 
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system, The revenue, instead of being deposited under the 
guarantees of law, where it was unfailingly subject to the 
drafts of the Treasury, was bartered out by mercenary politi- 
cians, who were in favor with the executive power at Washing- 
ton, to such of the local banks as paid them .the highest 
bribes for their influence in obtaining it. The banks loaned 
it to merchants and brokers, from whom it could not be re- 
covered when demanded to meet.the obligations of the Gov- 
ernment, and it was made unavailable by the suspension of 
specie payments in 1837.* This was an exact repetition of 
what took place in 1814, after the repeal of the charter of the 
former national bank. One lesson was not enough to deter 
the treasury officers from placing the revenue with untrust- 
worthy custodians. 

The following analytical table exhibits the total of revenue 
received from all sources from 1791 to 1875. It exhibits, 1, the 
amount derived from each source separately ; 2. the amount 
from all sources within certain periods in which the law re- 
mained without change; and 3, the general total for the 
whole period from the organization of the government to the 
latest official reports in 1875. 


Customs ....... 1791 to 1833 eee $ 623, 903,062 
1834 ** 1846 =a 243, 128,047 

1847 ‘* 1860 aoe 708,082,957 

1, 575,114,066 


1861 ** 1875 me 2, 130,878,080 xin 
(ne poe $B 3705,992, 146 


Internal + 1792 ** 1848 Sins ~° “Gadlakieebaataaadie sa 22,278,013 
Revenue 5 ... 1862 ** 1875 et. Sekeeioeanaien iam 2,066, 331,219 
Direct Tax.... 1800 ** 1839 She onc eeeaeeliaemmeabaiee a 12,744,738 
1863 ** 1875 oss: «ean bananas eee 14,810, 189 
Public Lands 1796 ** 1833 ove 44,594,913 a 
1834 ‘* 1846 ese 76, 203,956 
. 120, 798, 869 
1847 ** 1860 a 55,202,421 
1861 ** 1875 wii 24,436,257 
on EEE 200, 437,547 
Miscellaneous 1791 ** 1833 ee 9,861,650 
1834 ‘* 1846 is 23,914, 302 
1847 ** 1860 ‘ig 14,424,954 
1861 ** 1875 ae 252,540,414 
ons ——-— ne 300, 741, 320 
Diwiddends.ccccccscacccescocccscsocscssscoccccccsscceseccsocesocescccovstosecetsssoece 9,720, 136 





Total of Revenue, excepting Loans and Treasury Notes...$ 6,333,055, 308 
SUMMARY OF RECEIPTS FROM ALL SOURCES, 


from Customs, &c. Loans, Tr. Notes, & ci Total. 
1791 to 1833 . $ 623,903,062 - $ 248,771,413 - $ 872,674,475 
1834 ** 1846 . 243,128,047 3 169,252,435 ‘ 412, 380, 482 
1847 ‘* 1860 708,082,957 ‘ 187, 151,066 ‘ 895,234,023 


1861 ** 1875 j 2, 130,878,080 . 10,662, 138,620 . 12,793,016, 700 














$ 3,705,992,146  $11,267,313,534 $14,973,305,680 


= Ante, 
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This summary furnishes a striking example of the possible 
influence of revenue on the economic conditions of a coun- 
try. In each of the four periods, the method of administering 
the fiscal affairs of the Government was different, as follows: 

From 1791 to 1833 (excepting the years 1811 to 1816) the 
receipts on account of revenue were deposited in the Bank 
of the United States, and were immediately reabsorbed in 
the common mass of active capital. 

From 1834 to 1846, the deposits were made in certain 
selected banks, and were in like manner absorbed in the 
common eapital; but those banks becoming embarrassed 
through the disorders consequent on the enforced liquidation 
of the Bank of the United States, and the suspension of 
specie payments, (1837) the deposits became unavailable; and 
the Government was obliged to resort to the issue of 
treasury notes to meet the disbursements. 

From 1847 to 1860 the revenues were deposited in the 
Independent Treasury; and as the law constituting the bureau 
provided that the receipts and payments should be in gold 
and silver coin only, and that the coin should remain uncon- 
ditionally sequestered until restored to circulation through 
the disbursements, this was nothing less than the complete 
excision of so much capital from the uses of commerce, and 
could not fail to plunge the whole financial system of the 
country into serious disorder. 

From 1861 to 1875, an extraordinary and complicated 
regime ruled the Treasury Department. The breaking out of 
the civil war ruptured all relations of trade between the 
northern and the southern states. Commerce was prostrated; 
the banks were pushed by the force of circumstances towards 
liquidation, and never before held such an accumulation of 
specie. It was apparent that heavy loans would be required 
to meet the expenses of the Government. A bill, introduced 
by the Honorable E. G. Spaulding, of New York, was passed 
by Congress (August 5, 1861) repealing that part of the 
Independent Treasury Law which prohibited the use of 
banks as fiscal agents of the treasury. 

The design of the bill was to facilitate the taking up of 
the loans, by allowing the payments to be made in certified 
checks on “solvent specie paying banks,” instead of requiring 
them to be paid in gold. The master point in fiscal man- 
agement at this juncture, was to save the precious medium 
from the liability of being scattered, and withheld. in private 
hoards, as is the universal practice in time of war. The 
banks were the possessors of the bulk of all the specie in the 
country for the redemption of their deposits and issues of 
paper currency. The moment this should be taken out of 
their custody. where it was held in trust for the maintenance 
of specie payments, those payments must inevitably be sus- 
pended. And in that extremity would follow the reign of 
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irredeemable paper money, the consequent increase of price 
in all the munitions and requirements of war, an unrestricted 
swell of debt, oppressive taxation and all those embarrass- 
ments of which we are now having a deplorable experience. 
These and like considerations formed the subject of repeated 
conferences between the bank officers of the chief northern 
cities, and the Secretary of the Treasury. It was represented 
by the former that for the Government to insist on the 
positive transfer of the specie from the bank reserve to the 
vaults of the Independent Treasury, was to enforce the 
suspension of specie payments by the banks; that those 
institutions were in an exceptionally strong condition, free 
from all strain on commercial account, and capable of giving 
effective support to the Government if adopted as part of 
the fiscal machinery. The Secretary was deaf to every con- 
sideration but the unconditional transfer of the gold in 
payment of the bank subscription of one hundred and fifty 
million dollars to the national loans. It was the argument of 
the bank officers, that it was a question of managing the 
revenue, which had formerly been done on the same prin- 
ciples that the commercial business of the country was 
conducted. The volume of the commercial business was far 
greater than the business of the war, and if the greater 
thing could be done by maintaining the specie reserve in the 
banks, and making it subservient to the common business of 
the country, why not the less? Still the Secretary remained 
immovable. Had Mr. Spaulding’s bill been obligatory on 
the Treasury department instead of discretionary with Mr. 
Chase, there is every reasonable ground for the assumption, 
now freely expressed in the light of experience, that the 
suspension of specie payments might have been averted, and 
the expenses of the war restricted to values in gold, instead 
of being swelled to twice or three times that value in an 
irredeemable and depreciated currency ! 

It remains only, for the general purposes of this sketch, to 
direct the attention of the reader to the prodigious volume 
of revenue exhibited in the table, that he may form his own 
judgment of the effect of the two methods by which it was 
administered. The total sum collected was but a fraction 
short of fifteen thousand million dollars ; and the same being 
disbursed, gives the effect of a united volume of thirty 
thousand million dollars distributed in perpetual flow and 
ebb over the period named. As already observed, in the 
period from 1791 to 1833, there was no separation of the 
revenue (capital) from its correlations in commerce; and con- 
sequently there could be no injurious effects experienced. 
But can it be conceived that our national economy should be 
free from perturbation, while subject, as it has been through 
the remainder of the period up to 1875, to the unceasing 
alternate abstraction and return of capital, indefinite both 
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as to time and amount, with a balance in the Treasury 
permanently withheld, of a sum fluctuating between ten 
million and two hundred million dollars! Accordingly we 
find that during the regime of Hamilton’s method of ad- 
ministering the revenue, which, with exceptions and modi- 
fications, covered about forty years of our financial history, 
there was no suspension of specie payments, and no financial 
disorders which could not be traced to foreign causes. We 
find also, that all the economic revulsions and _ financial 
embarrassments which disfigure our past records, have 
originated under the regime of the Independent Treasury, 
the characteristic feature of which is an utter incongruity 
with every principle of sound commercial reasoning and 
successful commercial practice. 

The term capital in the foregoing reasoning is used in a 
general and popular sense, as embracing whatever constitutes 
the effective reserve and support of business. The conjoined 
force of circumstances, pure credit included, not unfrequently 
outweighs the influence of merely pecuniary means, however 
great these may be. 


INSTITUTE OF BANKERS IN SCOTLAND. 


An association has recently been formed in Scotland under 
the title of “The Institute of Bankers,” of which two 
branches are now organized, one in Edinburgh, the other in 
Glasgow. Its object is to encourage and aid the junior 
members of the banking classes in the improvement of their 
professional and intellectual qualifications. The Institute is 
under the management of a council, principally chosen from 
the officers of the different Scotch Banks. Arrangements 
have been made for the delivery of courses of lectures 
upon banking, and on kindred topics important to it. 
Classes also are to be formed for the study of book-keeping 
and other subjects. Lectures and classes are both to be free 
to members and to associates, and examinations in specified 
subjects are to be held. Success in undergoing such examin- 
ations, and other qualifications, are to determine certain dis- 
tinctions in. membership. The expenses of lectures and 
classes are to be defrayed by the banks, for the benefit of 
those attending them. 

The Edinburgh branch of this Institute was opened on 
January 13th, in the hall of the Young Men’s Christian As- 
sociation. There was a very numerous attendance, all the 
banks in the city being largely represented. Mr. Davidson, 
Treasurer of the- Bank of Scotland, occupied the chair, and 
the platform was filled by prominent officers and directors 
of the several banks. The inaugural address was delivered 
by Lord: Gifford, and was -received with a degree of enthu- 
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siasm which evinces marked interest in the new enterprise. 
The closing portion of Lord Gifford’s address, as reported in 
the Edinburgh Courant, was as follows: 

He found in their deed of constitution that the object of 
the Institute was defined thus: “To improve the qualifica- 
tions of those engaged in banking, and to raise«their status 
and influence.” That was the purpose—a noble object, and 
the means by which this was proposed to be effected were 
these (in the words of the constitution) “by encouragement 
and aid offered, especially to the younger of the profession, 
in their professional studies arid in their general intellectual 
improvement.” The Institute, then, as he understood it, in- 
tended to advance the qualifications, the status, and the in- 
fluence of bankers, by aiding their professional and general 
culture—that was, by assisting them to cultivate themselves. 
He took, then, as a topic to glance at for a few minutes, and 
to commend to them for expansion in other hours, “ Self- 
culture—general and professional.” Although it might sound 
very commonplace to talk of self-culture, and although on 
such a subject he could say or suggest nothing new, he was 
comforted by a very firm conviction, entertained not of yes- 
terday, that great general principles, if true, were never com- 
monplace, and that they could never cease to be interesting 
in their infinite and ever changing applications. Culture 
might be defined quite generally, but stiil quite accurately, 
as the change in nature and in function which was effected 
by continued special treatment. The continued special treat- 
ment which produced culture—iz. ¢, which produced the 
change in nature or in function—was often called, and might 
always be quite properly called, education. Everything which 
produced or tended to produce change in nature, in culture, 
in character, in tastes, or in habits, was education in the 
broad sense of the word, and it was in operation from the 
beginning to the end of life. Every kind of influence of cli- 
mate, of food, of habit, of employment, of amusement; every 
exertion and exercise of body or of mind, whereby life and 
character might be affected, was, in the true meaning of the 
word, “education.” Culture, and the treatment or education 
which produced it, might be considered as of three kinds, in 
each of which, however, all of them participated. He named 
these thus—first, ancestral culture; second, external culture, 
or culture from without; and third, self culture. There was 
first, then, the culture and education or tr-ining which our 
parents and ancestors had received, and the benefits of which 
(good or bad) we derived from them by the wenderful law 
called the law of heredity, by which the qualities of the pa- 
rent (going very far back) were transmitted to the child. 
The second species of culture was derived from the educa- 
tional forces which were all around us, and to which we were 
necessarily or accidentally exposed. We were taught by every- 
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thing we touched and by everything that touched or jostled 
us. Everything was a schoolmaster to us, and in the truest 
sense our schoolmasters were abroad. The third, and in one 
view the most important kind of culture—self-culture—which 
was more peculiarly suggested by their deed of constitution, 
was that to which a man conscientiously and voluntarily gave 
himself, or to which he deliberately and intentionally exposed 
himself, in order that he might be moulded and changed and 
modified thereby. This—the very definition was most strik- 
ing, most startling —this was self-culture. It was the most 
wonderful, most marvelous, stupendous, power given to every 
man, consciously, intentionally, willingly, and deliberately to 
change his own nature; to make himself by his own act a 
different creature, a changed being from what he was before. 
God’s own creative energy was, as it were, handed to us, and 
He seemed to say—He actually said, “ Make yourselves what 
you please.” His lordship then proceeded to select one or 
two of the chief requisites for successful culture, enumerating : 
First, “determination,” a fixed, firm, and, he had almost 
said, a dogged, resolution not to be moved by anything 
short of personal violence; secondly, “impression,” by which 
he meant depth of keenness, the accuracy and sharpness, with 
which their studies should be carried on, and’ their culture ad- 
vanced ; thirdly, “iteration,” repetition, over and over again, 
line upon line, precept upon precept, stroke upon stroke; and 
fourthly, “continuance,” — perseverance. Faithfully use, (said 
his lordship in concluding) these four words—resolution, im- 
pression, iteration, and continuance — and culture shall be 
yours; culture, the word of ambition of the present day, 
which opens the treasure-house of the past and the long gal- 
leries of the future ; culture, which unites in one sympathetic 
bond of holy feeling every creature that God has made; cul- 
ture, in the highest sense, which fits for the life that now is, 
and for that which is to come. 

The number of members and associates of the Institute, 
had reached, in February, a total of six hundred. The num- 
bers who attend the lectures in Edinburgh, were then one 
hundred and eighty, and the classes ninety. 

At the opening of the branch Institute in Glasgow, Mr. 
Gairdner, of the Union Bank, presided, and Sheriff Dickson 
delivered the inaugural address. After sketching the general 
history of banking, and the qualities which a banker ought 
to possess, the speaker dwelt upon the special subjects with 
which the thorough banker should be familiar. These in- 
cluded a practical knowledge of book-keeping, both the 
higher and the ordinary branches of arithmetic, and to some 
extent algebra; a knowledge of political ecopomy, chiefly in 
those branches relating to the causes which promote or 
depress commercial enterprise, and which fix the relative 
values of commodities, labor and money. To these qualities 
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he added a knowledge of the value of coins, the ability to 
distinguish genuine and to detect forged signatures, and a 
capacity for appreciating the probable success or failure of 
joint-stock and other similar adventures, so as to detect the 
hollowness of a bubble scheme, and to discern the elements 
of success in those which a judicious and timely confidence 
might assist to be useful and profitable. The young banker 
should also study the law bearing upon his business, and the 
scope of that study is very wide, as it embraces the constitu- 
tion and the discharge of obligations, with the evidence of 
both. He needs also some acquaintance with the stamp 
laws; with the transfer by indorsement and otherwise, not 
only of mercantile documents but other securities; the nature 
and effect of bills of lading, the laws of bankruptcy, the ne- 
gotiation of bills of exchange, and many other subjects on 
which he was glad to see they would have a course of lec- 
tures. After pointing out that a knowledge of mankind was 
essential to the banker, his lordship devoted the remainder of 
his address to an exposition of what that knowledge com- 
prised, and a series. of excellent counsels as to how it can be 
attained. 

The Chairman, in the course of his remarks, explained that 
the purpose of the Institute was to carry on the education 
of young men engaged in the service of banks, and by 
means of examinations to confer a superior status on those 
who showed themselves to be efficient. He also described at 
length the nature of the studies in which the members were 
to be engaged. 

The number of members enrolled at Glasgow was at the 
time of this meeting one hundred and seventy-eight, and of 
associates two hundred and forty-three. The names entered 
for classes was one hundred and thirty-nine, and for lectures 
over three hundred. 


We shall watch with interest the reports of this Institute, 
and will duly lay before our readers its progress and results. 
Such an association is evidently capable of effecting great 
benefit to its individual members and to the important pro- 
fession to which they belong. The many who feel a deep 
interest in our own Bank Clerks’ Associations, will doubtless 
study carefully the workings of this new undertaking, reports 
of which we hope to receive hereafter from its official sources 
direct. 
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INQUIRIES OF CORRESPONDENTS.—Several interesting questions are deferred 
until our August number for want of space in the present issue. 


THE Hon. B. H. Bristow, Secretary of the Treasury, tendered on June 17th, 
his resignation of that office, to take effect on June 20th. Urgent private busi- 
ness is stated to be his reason for taking this step, the announcement of which 
is received with very general regret. 


THE Hon. Lot M. MERRILL, Senator from Maine, was nominated by the 
President as Secretary of the Treasury, on the 21st of June, and was immedi- 
ately and unanimously confirmed by the Senate without the usual reference to a 
committee. His acceptance of the appointment is not yet announced. 

Mr. JOHN C. NEw, Treasurer of the U. S., tendered to the President on 
June 21st his resignation of that office, to take effect July Ist. 


EXPENSES OF NATIONAL BANK REDEMPTION.—On June Ist a bill was re- - 
ported to the House from the Banking and Currency Committee, as a substitute 
for the Townsend bill ; it substantially re-enacts the provisions of the old law rel- 
ative to redemption and reissue of national bank currency. The leading feature 
of the new bill is a provision that the Treasurer shall assess upon the banks 
the charges for transportation of notes sent by or returned to them, and the ex- 
pense of assorting, redeeming and destroying such notes, and also the charges 


of transportation on notes received for the credit of the five-per-cent. redemp- 
tion fund ; the amount so assessed upon each association to be credited in its 
account with the Treasurer against the tax due from such association upon its 
circulation; and the associations hereafter organized, shall severally reimburse to 
the Treasurer the cost of engraving and printiug such plates as shall be ordered 
by each association respectively. 


THE IssUE OF SILVER CoIn.—On June 11th, the House of Representatives 
passed two bills providing for the issue of silver coin in exchange for legal tenders. 
The first of these is known as the Frost-Payne bill, and was reported with 
amendments, being passed as follows : 

‘* That the Secretary of the Treasury, under such limits and regulations as 
will best secure a just and fair distribution throughout the country, may issue 
silver coin now in the Treasury to any amount not exceeding $ 10,000,000, in 
exchange for an equal amount of legal-tender notes, and the notes so received 
in exchange shall be kept as a special fund separate and apart from all other 
money in the Treasury, and be issued only upon the retirement and destruction 
of a like sum of fractional currency, received at the Treasury in payment of dues 
to the United States ; and said fractional currency, when so substituted, shall be 
destroyed and held as part of the sinking fund, as provided in the act approved 
April 17, 1876.” 

The bill introduced by Mr. Randall was also passed as below, except the | 
words in italics, which were stricken out on motion of Mr. Regan of Texas. 

‘* That in addition to the amount of subsidiary coin authorized by law to be 
issued in the redemption of fractional currency, it shall be lawful to manufacture 
at the several mints and issue through the Treasury and its several offices, such 
coin to the amount of $ 20,000,000, 

* Section 2.—That the silver bullion required for this purpose shall be pur- 
chased from time to time at the market rate, by the Secretary of the Treasury 
with any money in the Treasury not otherwise appropriated, and the resulting 
coin may be issued in the ordinary disbursements of the Treasury or ix exchange 
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for legal-tender notes at par ; but no purchase of bullion shall be made under 
this act when the market rate for the same shall be such as will not admit of 
the coinage and -issue or exchange as herein provided, without loss to the Treas- 
ury, and any gain or seigniorage arising from this coinage shall be accounted for 
and paid into the Treasury as provided under existing laws relative to subsidiary 
coinage, provided that the amount of money at any one time invested in such 
silver bullion exclusive of such resulting coin shall not exceed $«1,000,000. 

‘SECTION 3.—That trade dollars shall ‘not hereafter be a legal tender, and 
the Secretary of the Treasury is hereby authorized to limit from time to time 
the -coinage thereof, to such an amount as he may deem sufficient to meet the 
export demand for the same.” 


A CONVENTION of Bank Officers and Bankers met at Washington, on June 
21st. Dr. G. Volney Dorsey, President Citizens’ National Bank of Piqua, O., was 
called to the chair, and Mr. John C. Hopper, of New York, was appointed 
Secretary. The Clearing House of Cincinnati was represented by D.J Fallis, 
its President, and H. W. Hughes, who were authorized to represent the col- 
lective banks of that city; and from other places leading citizens were in like 
manner empowered to act for the banks in their respective vicinities On 
motion of H. W. Hughes, of Cincinnati, the following resolutions were offered 
and unanimously adopted : 

Whereas, The general stagnation of trade and commerce, together with the 
depressed industries of the country, are making the present bank taxes abso- 
lutely unbearable, and which, if not promptly repealed, must end in the disso- 
lution of a large number of banking institutions, and the withdrawal of banking 
capital as an investment, throughout the land ; therefore, 

Resolved, That the members of this convention proceed in a body before the 
Committee on Banking and Currency to-morrow morning at 10.30, the time 
designated for the hearing, and each member, so far as possible, present his 
views and the views of those whom he represents, and, to facilitate the same, 
no longer than five minutes shall be occupied by any one present before said 
committee. 

Resolved, That those present at the convention also appear before the Com- 
. Mnittee on Ways and Means in relation to the numerous petitions before them 
for the removal of the use of stamps on bank checks, in the same order of 
proceeding as before the Committee on Banking and Currrency. 

Resolved, That after the members of this convention have appeared before 
both committees as above, they shall meet again in this place to decide on any 
further action, if any there be, that may be deemed desirable. 

On motion of D. Skilling, President First National Bank of Winchester, IIl., 
the following resolution was offered and unanimously adopted : 

Resulved, That the bill now before the Banking and Currency Committee, 
providing for the ‘‘ Redemption Agency expenses” to be taken out of the bank 
taxes, meets with our hearty concurrence, and that the members of this conven- 
tion press the importance of the same upon the consideration of said committee. 

On motion of D. J. Fallis, President of the Merchants’ National Bank of 
Cincinnati, the following resolution was offered and adopted : 

Resolved, That the President and Secretary of this mesting lay the whole 
matter before the Committee on Banking and Currency, in the name of this 
convention, and stich other statements as may be made by those present to cor- 
roborate the same. 

The delegates appeared before the Committee on Banking and Currency 
of the House of Representatives, on the 22d. The committee listened to 
explanations as to the injurious effect of the present taxes. The conven- 
tion asked for a uniform tax on the par value of stocks throughout the 
United States, and that surplus capital should be exempt from taxation, inas- 
much as surplus promotes confidence and strengthens the banks. Represen- 
tative Payne stated that no legislation was now contemplated on the subject of 
taxation, it being one of delicacy when considered in connection with the 
present state of business. ‘The Committee would, however, be pleased to 
receive any suggestion, as legislation might be had at the next session of Con- 


gress. 





1876. ] BANKING AND FINANCIAL ITEMS. 71 


MECHANICS AND TRADERS SAVINGS INSTITUTION.—On June 12th, Mr. Ellis, 
Superintendent of the Bank Department, applied for a receiver of the Mechanics 
and Traders’ Savings Institution at New York, to wind up its affairs. The 
bank was examined last April by George W. Reid, bank examiner, who re- 
ported to the snperintendent a deficiency of about $90,000, resulting from a de- 
preciation of its bonds of Southern States. These bonds cost the bank about 
$ 466,000, and had on Januury Ist a market value of only $237,000, which 
has since shrunk to a much smaller sum. The amount due depositors on Jan- 
uary Ist was $1,977,572; it is now stated at abont $1,490,000. An order by 
the Supreme Court to show cause why a receiver should not be appointed was 
heard at Special Term, at Hudson, on June 20. After hearing counsel and the 
statements of Geo. W. Reid, Bank Examiner, and A. T. Conkling, President of 
the bank, the Court announced that a receiver should be appointed. 


Mr. JAMES GALLATIN, formerly President of the Gallatin National Bank, 
died on May 2oth, in Paris, France, where he had been living since 1868, the 
time of his retirement from the Presidency of the bank. Mr. Gallatin was eighty 
years of age, and was a son of Albert Gallatin, Secretary of the Treasury dur- 
ing the administration of Mr. Jefferson. He was during his earlier years a 
broker, in partnership with his brother, Albert R. Gallatin, who is still living, 
but when, in 1838, he succeeded his father as President of the bank with which 
the family name has been for so many years identified, he gave up all other 
business. Mr. Gallatin held this position for thirty years, retiring finally in 1868, 
when he went to Europe. He returned to this country only once ‘afterward, in 
1873, when he remained for a few weeks. 

PRIMITIVE BOOK-KEEPING.—Daniel Drew’s curious testimony, which shows 
that he kept no books of account for his complicated stock transactions, makes 
it probable that this was one of his habits as a drover which he has kept up 
through life. In a partnership suit between two drovers, brought in this city 
some years ago, the evidence was that they made a ‘‘wad” of the money 
which each originally put into the concern. Whichever acted as the buyer of cattle 
—sometimes one and sometimes the other—carried the ‘‘ wad ;” each put into 
it what he received, and each drew from it what he spent. After some years, 
they divided the ‘‘wad” equally. That was all there was of their system of 
book-keeping. —. Y. Tribune. 


EXTENSIVE FRAUD.—The Yorkville Savings Bank of this city received on de- 
posit since May Ist, from a man calling himself F. A. Tilden, a number of 
checks drawn by banks in the interior of the State, amounting to over $ 25,000. 
Against these credits the depositor drew some $18,000. Upon comparison of 
monthly accounts current early in June, these drafts were found to be raised 
from small sums. It seems to have been Tilden’s plan to obtain small drafts 
from various country banks through a traveling accomplice, which drafts were 
altered by chemical means to any amount desired. The Yorkville bank has paid 
back so much of the money received as Tilden’s balance would cover, but refuses 
to make good the remainder. Efforts at compromise through arbitration are 
being made. 


ARRIVAL OF PASSENGERS AT NEW YorK.—The statistics of immigration 
show a continued falling off of the number of steerage passengers landed at this 
port, and a much smaller aggregate of cabin passengers than has been anticipated, 
in view of the attractions of the Centennial Exposition. The following is the 
comparative exhibit for the first five months of this and last year : 

a to May 3r. 
STEERAGE PASSENGERS. “~< — ". 
DI otc s innicoescandcnssdiwiesbeasedenendataste 32, 168 21,612 
Naturalized citizens, or here before...... 12, 308 7,167 
44,476 


2,065 31385 
Naturalized citizens, or here before. sana 8,390 7,979 
—ss 


CABIN PASSENGERS. 


NRE EG CN is ccscccussescasadscanses 54,931 
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CALIFORNIA.—The Pacific Bank of San Francisco, whose increase of capital 
from $ 800,000 to $ 1,000,000 was mentioned in our June number, did not di- 
minish in so doing its surplus fund. The capital was entirely paid up in U. S. 
gold coin, the surplus remaining at $ 381,849. 

Los Angeles.—The Commercial Bank at Los Angeles, which has been in op- 
eration since December 1, 1875, has an authorized capital of $300,000, of 
which a second installment of twenty-five per cent. was paid on<June Ist. The 
remainder is to be paid up during this year. The officers are: M. S. Patrick, 
President ; E. F. Spence, Cashier. 


THE CONNECTICUT INTEREST LAW.—The rate of interest in Connecticut 
was originally established at six per cent., and so remained until 1872, when 
parties were permitted to contract at any rate. In 1873 the maximum was 
fixed at seven per cent., and in 1874, this was made the legal rate when the 
parties did not agree to take less. The text of the present law is as follows : 

The compensation for forbearance of property loaned at a fixed valuation or for 
money, shall in the absence of any agreement to the contrary, be at the rate of 
seven per cent. a year, and no more shall be taken for forbearance, than at 
such rate upon any contract for such loan ; but the borrower may pay, or agree 
to pay, the taxes assessed and paid upon the loan, except when made by a sav- 
ings bank, and the insurance upon the estate mortgaged to secure the loan, or 
both ; and, in computing interest, three hundred and sixty days may be consid- 
ered to be a year; and any person who shall receive for forbearance more than 
at the rate herein authorized shall forfeit the value of the money or property 
so received to any person who shall sue therefor within one year jill ws 

Sec. 2. Interest at the rate of seven per cent. a year, and no more, may be 
recovered and allowed in civil actions, including actions to recover money loaned 
at a greater rate, as damages for the detention of money after it becomes paya- 
ble. 

The Connecticut House of Representatives, by a vote of 138 to 70, passed, 
in June, a bill to reduce the maximum rate of interest, the rate hereafter, if 
not mentioned, to be six per cent. The bill did not pass the Senate but was 
put over until next term. 


THE BURDENS OF BANK TAXATION.—The Chicago 7ribune, speaking of the 
national banks of that city, thus describes a condition of things which is not con- 
fined to that locality : 

‘* While papér shows scarce and profits lessen, taxes hold their own. The 
price of everything but government cheapens. Jn the case of one bank all its 
earnings for a quarter were spent in paying its taxes. Banks are beginning to 
ask themselves whether the national charter whistle doesn’t cost them all it is 
worth, or more. Some of them are seriously discussing the profitableness of 
giving up their charters and continuing in business under the State law, and 
others propose to nominally reduce their capital to escape taxation.” 

Ittino1s.—The firm of Abell, Dole & Ferguson, Mattoon, has been converted 
into a joint stock company, under the style of ‘*The Farmers and Merchants’ 
Bank,” the officers being M. B. Abell, President ; George R. Gibson, Cashier. 
The new organization will fully retain the established business of the old firm, 
having the advantages of ample experience, capital and credit. 


Iowa.—The Bank of Fort Madison, ( Lee County,) has elected the following 
new Officers, viz: Charles Brewster, President, and Joseph A. Smith, Cashier. 
Their statement of June 7th, is before us and is a very satisfactory exhibit. 
They tender their services to correspondents having business for that vicinity. 


MARYLAND.—One of the oldest bank officers in the United States, Mr. True- 
man Cross, of Baltimore, died suddenly on the afternoon of June 2d, in his 
seventy-ninth year. Mr. Cross was born in Prince George’s County, Md., com- 
ing to Baltimore when a young man. In 1825 he entered the Commercial and 
Farmers’ Bank as note-clerk ; was afterward Receiving teller ; subsequently Pay- 
ing teller, and in 1842 was elected Cashier, in which position he continued 
until the day of his death. 
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RHODE IsLAND.—The following Acts, in relation to Bills of Exchange and 
Drafts, were passed April 20, 1876. 

CHAPTER 551. 

SECTION I. Any person upon whom a bill of exchange or draft is drawn 
which requires acceptance, shall have until two o’clock in the afternoon of the 
business day next succeeding the presentation thereof, in which to decide whether 
or not he will accept the same : provided however, that all bills of exchange or 
drafts which may be for cause held over one day, shall, when accepted, date 
from the day of presentation. 

Sec. 2. This act shall take effect on and after the first day of May, A. D. 1876. 

CHAPTER 552. 
AN AcT in amendment of Chapter 129 of the General Statutes, ‘*Of Bills of 

Exchange and Promissory Notes.” 

SECTION 1. All bills of exchange drawn at sight, due and payable within 
this State, and in which there is not a provision to the contrary, shall be al- 
lowed three days grace. 

SEc. 2. Section 4 of Chapter 129 of the General Statutes is my 4 repealed. 

SEc. 3. This act shall take effect on and after the first day of June, A. D. 1876. 

It is to be regretted that any legislation in this day should tend to retain so 
useless a relic of antiquity as days of grace. They should be cut off wherever 
and whenever possible to do so, until the business community shall be entirely 
rid of them. 


UtTaH.—At a meeting of the Board of Directors of the Salt Lake City Na- 
tional Bank of Utah, the following resolution was offered and unanimously 
adopted : 

Resolved, That in view of the restrictions imposed by law upon the operations 
of National Banks, and in view also of the character and condition of the busi- 
ness of this community, the interests of the stockholders will be best subserved 
by winding up the business as a National Bank and surrendering the govern- 
ment charter. 

Afterwards, at a meeting of the stockholders of said bank, a resolution, con- 
firming the action of the Board of Directors, was unanimously adopted. The 
bank has accordingly gone into voluntary liquidation, and on May 11th depositors 
were notified and requested to present, as soon as convenient, their claims for 
payment in full on presentation. 

DoMINION BANK.—The annual meeting of this institution was held at To- 
ronto, on June Ist. A statement of the year’s operations was presented, show- 
ing the net profits for the twelve months to be $123,000, $45,000 of which 
were added to the rest account, now amounting to $270,000. The same Board 
of Directors was re-elected. 


THE PREMIUM ON GOLD AT NEW YORK. 


May—JuNE, 1876. 
Lowest. Highest. 1876. Lowest. Highest. 1876. Lowest. Highest. 


sadasece eee 16K%. 1758 ...May 26 125 . 123% ...June 10 12% 
bacescssees. BES: « BFIE ccs 12% . >; of 12 an 
- August ...... 123 . 14% . a: ae 13 12% 
September ... 1334 74 oe ae obs 14 12% 
October....... 141% 12% 125% ... I5 12% 
November.... 14% ae. ms ~ June 12% . 12% «. 16 12% 
December ... 125g . 154% . 12% fa 17 124% 
1876. i 12% me Ig 12% 
January....... 123% . 13K ... 12% ay 20 12% 
February .... 123 . 14% ... 1256 “as 21 124% 
13% .1 soe 125% ose 22 12% 
* 12% . 13% ... 123% = 23 «+12 
MY .ccccccccsse ESM . IZ us. 1258 ae 24 11% 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 


(Monthly List, continued from Fune No., page 993.) 


State. Place and Capital. Bank or Banker. N. Y. Correspondent and Cashier. 


CAL 2.0. Di Bank of Dixon : 
$106,250 James Miller, Px. 
** .... Los Angeles.. Commercial Bank 
M. S. Patrick, Pv. Edwd. Fallis Spence, Cas. 
. Georgetown ... Bank of Clear Creek Co. Kountze Brothers. 
$ 50,000 Chas. R. Fish, Px. Chas. Ruter, Cas. 
. Effingham Citizens’ Bank Fourth National Bank. 
R. Cruzen, Pr. H. L. Runkle, Cas. 
«+. Milford. Donovan & Vellum Third National Bank. 
. Wyoming....... W. M. Miner Continental National Bank. 
Fort Madison. German-American Bank. Central National Bank. 
H. Cattermole, Pr. H. D. McConn, Cas. 
Packard & Powers Gilman, Son & Co. 
po Brown, Metelman & Co. . : 
. Storm Lake.... Buena Vista Bank 
Bank of Traer 
C. Seaver, Cas. 
. Marion Centre Cottonwood Valley Bank. Donnell, Lawson & Co. 
L. Billings, Pz. A. E. Case, Cas. 
Plainwell....... Soule & Hicks First National Bank. 
Sardis. .......00¢ Bank of Sardis...........+. Importers & Traders’ Nat. Bk. 
Grant City Worth County Bank Donnell, Lawson & Co. 
A. McElvain, Pr. J. F. Colburn, Cas. 
oses, MGKICD.cccscsess Mexico Exchange Bank... Donnell, Lawson & Co. 
. Salisbury Bank of Salisbury Donnell, Lawson & Co. 
W. H. Mansur, Pr. Burnett Hughes, Cas. 
. Seward Seward County Bank N. Y. Nat. Exchange Bank. 
Harmony Harmony National Bank. 
$50,000 W.H. H. Riddle, Pr. H. J. Mitchell, Cas. 
Pennsburgh.... Farmers’ National Bank . 
Wm. F. Reed, Px. A. F. Day, Cas. 
. Comanche Stephens & Armstrong ... Forster, Ludlow & Co. 
o H. R. Martin & Co, 63 


..... Marion Bank of Marion 


OFFICIAL BULLETIN OF NEW NATIONAL BANKS, 


Authorized May 23 to June 20, 1876. 
— Capital.—“~ 
No. Name and Place. President and Cashier. Authorized. Paid. 
2334 Farmers’ National Bank, William F. Reed.......... $ 100,000 
Pennsburgh, Pa. A. F. Day $ 50,000 


2335 Harmony National Bank ' W. H. H. Riddle 5 
Harmony, Pa. H. J. Mitchell 50,000 





CHANGES, DISSOLUTIONS, ETC. 


CHANGES OF PRESIDENT AND CASHIER, 
(Monthly List; continued from Fune No., page 994.) 
July, 1876. 
Name of Bank. Elected, In place of 


N. Y. City, Hanover National Bank... J. T. Woodward, Pr. James Stuart. 
. Oriental Bank C. W. Starkey, Cas... H. T. Chapman, Jr. 


Ga..... Central Georgia Bank, Macon. T. O. Chestney, Cas. R. W. Jemison. 


Iowa . Bank of Fort Madison, ) Charles Brewster, Pr. G. R. Wever. 
Fort Madison.) Jos. A. Smith, Cas... H. D. McConn. 


. German National Bank, ) Adolph Reutlinger, Pr A. N. Struck. 
Louisville.) George Vissman, Cas. A. Reutlinger. 
...» Commercial and Farmers’) John D. Early, Cas... Trueman Cross.* 

Nat. Bank, Baltimore. 5 

. Manufacturers Savings . H. M. Noel, Cas Rufus Randall. 
Bank, St. ~ Louis. f 

. Farmers and Traders Bank,) Richard Gentry, Pr.. R. R. Arnold. 

Mexico. § John J. Steele, Cas.. J. E. Dearing. 


- Souhegan National Bank R. R. Howison, Pr.. W. B. Towne.* 
. Phoenix Nat. Bank, Medina... R. M. McDowell, Cas. H. G. Blake.* 
. First Nat. Bk., Austin J.T. Brackenridge, Cas R. J. Brackenridge. 


. Bank of De Pere, . M. R. Hunt, Pr H. J. Colwell. 
De Pere.) Fred. Stafford, Cas... M. R. Hunt. 


* Deceased. 
—— 


DISSOLVED, DISCONTINUED OR CHANGED. 
(Monthly List, continued from Fune No., page 995-) 
New York City ; National Citizens’ Bank, removed from 381 to 401 Broadway. 


Glendinning, Davis & Amory ; now Glendinning & Davis. 


si Dike & Gifford. 
Marvin & Robinson, Brokers ; suc. by George H. Marvin & Co. 


Abell, Dole & Ferguson, Mattoon ; changed to Farmers & Merchants’ 
Bank, now a Joint-Stock Company. 

Wilson Brothers, South Chicago ; discontinued. 

A. B. Miner & Co., Wyoming ; succeeded by W. M. Miner. 


. O. B. Dutton, Nevada City ; now O. B. Dutton & Son. 


Muck & Shortridge, Wamego ; assigned. 
Reno County Bank, Hutchinson ; title is Reno County State Bank. 


. Winegar & Soule, Plainwell; succeeded by Soule & Hicks. 
North & Noble, Vassar ; succeeded by —— Noble. 


Bank of the West, Ste Louis ; discontinued. 
Capital Bank, ; discontinued. 


. Curtis & Carman, Camden ; failed. 


.. Slauson, Ewing & Cox, Ottawa; now Slauson & Ewing. 
Tiffin Savings Bank, 77fix ; succeeded by Commercial Bank of Tiffin. 


D. C. Oester & Co., Reynoldsville ; discontinued. 
. T. W. & J. M. Daugherty, Denton ; succeeded by T. W. Daugherty. 
. Salt Lake City N. B., Sad Lake City ; in voluntary liquidation. 
... Stebbins, Wilbor & Co., Cheyenne ; now Stebbins, Post & Co. 
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NATIONAL BANKS OF THE UNITED STATES. 
May, 1876. 


Abstract of reports made to the Comptroller of the Currency, showing the 
condition of the National Banks of the UNITED STATES, at the close of business 
on the 12th of May, 1876; and also on May. Ist, 1875,¢ and May Ist, 1874. 


1876. 1875. 1874. 

LIABILITIES. May 12. May 1. ‘ May 1. 
2,089 danks. 2,045 banks. 1,978 danks. 
Capital stock paid in ........ seeee 8 500,982,006 . $ 497,717,143 . $490,077, 101 
Surplus fund 131,795,199 . 131,404,608 . 125,561,081 
Other undivided profits ...... eoee 49,039,278 . 55»349,959 - 5453315713 
National bank notes outstanding * 300,261,760 . 322,522,330 . 340,267,649 
State bank notes outstanding ... 657,385 - 813,079 . 1,049, 286 
Dividends unpaid 2,325,523 .. 2,502,234 . 2,259,129 
Individual deposits..........0ss000 612,354,979 . 692,558,620 . 649,286,298 
United States deposits ............ 8,493,995 *. 6,797,972 . 7,994,422 
Deposits of U. S. disburs’g officers 2,505,273. . 2,766,387 . 3,297,689 
Due to other National banks... 127,880,045 . 127,083,238 . 135,640,418 
Due to State banks and bankers 46,706,969 . 52,654,956 . 48,683,924 
Notes and bills re-discounted ... 4,653,460 . 5,671,031 . 4,581,420 
Bills payable 5,650,126 . 6,079,632 . 4,772,662 


Aggregate Liabilities....... $1,793, 306,002 $1,904,421,193 $1,867,802, 796 
RESOURCES. 


Loans and discounts $ 936,395,949 . $964,574,114 . $923,347,030 
Overdrafts 3499,136 « 3979, 383 - 

U. S. bonds to secure circulation 344,537:35° - 377,026,900 . 389,249,100 
U. S. bonds to secure deposits... 14, 128,000 14,372,200 . 14,890, 200 
U. S. bonds on hand 26,577,000 . 14,290,800 . 10, 152,000 
Other stocks, bonds & mortgages 30,905,195 . 29,102,197 . 25,460,460 
Due from approved reserve ag’ts 86,769,083 . 80,620,878 . 94,017,603 
Due from other National banks . 44,328,609 . 45,980, 330 41,291,015 
Due from State banks & bankers 11,262,193 . 11,984,531 . 12,374,391 
Real estate, furniture & fixtures. 42,183,958 . 40,051,527 . 36, 708,066 
Current expenses and taxes paid 6,820,673 . 7,703,477 « 7,547,203 
PYGURININS : POI csscsccnescssncssssca’ 10,414, 347 8,413,874 8,680, 370 
Checks and other cash items... 9,689,623 .« 13,120,606 . 11,948,598 
Exchanges for Clearing House. 56,806,632 . 116,970,819 . 94,878,218 
Bills of other National banks... 20, 347,964 . 19,465,359 - 20,673,452 
Bills of State banks .........ssee0« —— . 24,681 . 

Fractional currency 2,775,086 . | 2,702,200 . 2,187, 186 
Specie 21,714,856 . 9,986,961 . 32,569,969 
Legal-tender notes.........sseseeee 79,858,661 . 83,980,928 . 101,692,930 
U. S. certif. for legal-tender notes 27,380,000 . 38,655,000 . 40, 135,000 
Five-per-cent. Redemption fund 15,028,452 . 16,787,279 . 

Due from U. S. Treasurer 1,883,227 . 5,627,142 . —— 


Aggregate Resources $ 1,793, 306,002 $1,904,421,193 $1,867,802, 796 


* The amount of circulation outstanding on May 12, 1876, as shown by the books of this office, 
was § 338,202,242, which amount includes the notes in circulation of banks which have failed, 
are in liquidation, or have deposited legal-tender notes under the act of June 20, 1874. 


+ This statement is exclusive of one bank in San Francisco, whose report was too late. 
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NOTES ON THE MONEY MARKET. 


NEW YORK, JUNE. 23, 1876. 


Exchange on London at sixty days’ sight, 4.88 a 4.88%, in gold. 


In the stock market there is not much activity. Government bonds are strong and in de- 
mand. State stocks are quiet and railroad bonds firm. In railroad shares there is very little 
business. Various circumstances have combined to weaken the public confidence and to check 
speculation in fancy stocks. The small brokers who. deal in “‘ puts and calls’’ are redoubling 
their efforts by circulars, letters and pamphlets sown broadcast through the country; and it 
seems as if they were pretty successful in alluring victims to speculate with money not their 
own. Some interesting cases of breach of trust on the part of young clerks who have robbed 
their employers to get money with which to speculate in stocks, have recently come to light. 
It is reported that measures will be adopted with a view to make the brokers responsible 
through whom the malversation of funds has been effected. The general course of mercantile 
business shows some improvement; one of the best proofs of this is the increase of our exports 
of breadstuffs. The shipments of breadstuffs from the port of New York, for three years, com- 
pare as follows, from January 1 to June 10: 


1874. 1875. 1876. 
Of Flour, bbls. 1,015,820 ee 809,235 ee 898,160 
Of Wheat, bush.......... 16,812,244 oe 8,1355743 os 12,139,122 


_ Total bush 21,891,344 e+ 12,189,918 aoa: 16,629,992 


The stock of wheat in store at New York, which on January 1 was upward of 7,000,000 
bush., is now about 1,500,000, and 1,000,000 afloat in the harbor. The announcement is made 
from San Francisco, that the surplus wheat of the Pacific coast for export this season will be * 
750,000 tons, exceeding by zoo,ooo tons the surplus of the crop of 1875. From these and other 
indications there is some reason to believe that our railroads will do a good freight business, and 
so far as the cutting of passenger rates does not interfere, the principal roads will probably 
have a remunerative traffic to report this season. Subjoined are our usual quotations: 


QUOTATIONS : May 25. Fune 2. Fune 8. Fune 13. Fune 22. 


Gold cccccesccsecccess 11258. 112% .. 112% =e 112% 112\% 
U. S. 5-20s, 1867 Coup. 121% 121% .. 122% .. 122% .. 122% 
U.S. ss of 1881 Coup. 1174 .. 117K .. 117% .. 117% 117% 
West. Union Tel. Co.. 64% 68% 68% 67% . 67 
N. Y. C. & Hudson R. 110% .. 110 oe 109% .. 106% .. 107 
Lake Shore...... 53 ae 52% 54% =e 53% 54% 
Chicago & Rock Island 105%. 105% .. 107% .. 107% 109 
New Jersey Central... 81% .. 82% .. 824%. 8% .. 74% 
Behe: cccccccccccoscece 13% .. 14 oe 14 13% = 13% 
Chic. & North Western 3956 -- 4° ee 40 ae 40% .. 42% 
Union Pacific........ 58 oe 59 ee 60 ee 59 ee 59 
Bills on London...e.0. —4.88-4.90 ++ 4.8734-4.89%.. 4.8734-4.89%.. 4.871%4-4.89%4.. 4.8714-4.89% 
Treasury balances, cur. '$ 37,091,680 .. $34,019,301 .. $33,446,717 -- $32,912,654 -- $34,567,291 
Do. do. gold. 38,459,193 -- 37,876,790 -- 37,5125773 «+ 38,534,282 .. 38,431,742 
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The dullness which has so long pervaded the money market still continues, and there are 
very few features of novelty or special interest to record. The rates for loans show little if any 
improvement, and the accumulation of idle funds in the banks indicates the quietude of business. 
and the indisposition of the mercantile community to enter into new risks. The banks of this: 
city now hold in lawful money, in excess of the twenty-five per cent. required by law, $ 17,527,900, 


as will be seen from the subjoined table : 
Legal ‘ Excess 
Loans. Specie. Tenders. Circulation. Deposits. of Reserve. 


$ 264,062,500 . $ 20,233,300 - $39,324,900 . $ 18,795,000 . $ 204,508,100 
263,044,000 «+ 21,149,600 .- 39,328,600 .. 18,595,800 .. 210,820,200 . $ 10,773,155: 
261,652,100 .. 23,309,100 .. 44,532,500 «+ 18,515,600 .. 216,058,500 .. 13,856,970 
260,806,900 .. 22,773,200 .- 46,367,900 .. 17,892,000 .. 217,324,200 14,810,055: 
262,207,000 22,481,700 48,030,000 .. 17,757,300 .. 220,023,900 .. 15,505,720 
266,067,400 ++ 23,570,800 «+ 47,356,200 -- 17,449,300 -- 224,509,100 ++ 14,799,725: 
266,556,700 .. 24,504,600 .. 47,895,600 .. 17,293,500 -. 225,558,500 .. 16,010,575: 
268,011,400 .. 22,044,900 .. 48,967,800 .. 17,183,100 .. 224,762,200 .. 14,822,150 
268,480,000 .. 20,706,200 .. 49,013,100 .. 17,022,000 .. 224,337,400 «+ 13,634,950° 
270,162,800 22,701,600 .. 46,945,200 .. 16,882,500 .. 226,426,400 .. 13,040,200: 
270,748,400 .+ 23,139,800 .. 47,629,500 .. 16,697,700 .. 227,102,800 .. 13,993,600 
263,866,700 .. 22,369,400 ++ 45,608,100 .. 16,483,300 220,584,900 .. 12,831,275 
261,254,000 .- 21,504,000 ++ 43,773,900 -- 16,199,700 214,181,600 11,732,500 
April 1....... 261,351,200 21,171,100 .. 41,718,500 .. 16,364,000 211,561,100 .. 9,995,325: 
€ B.ceeeee 261,786,200 .. 20,336,000 .. 38,700,400 .. 15,297,600 .. 207,993,300 7,038,875 
I5eeeeee. 255,297,900 .. 19,400,800 .. 38,826,800 .. 16,239,100 .. 205,540,500 .. 6,851,975: 
‘€ 22secceees 253,752,400 -- 18,077,300 .. 41,396,800 .. 16,232,000 .. 203,262,400 .. 8,658,500 
S£ 2Qeeeeee. 252,117,200 .. 17,076,600 .. 43,089,300 .. 16,262,800 202,529,100 -. 9,533,625 
May 6.+e++0+ 257,015,600 .. 19,804,400 .. 39,182,200 .. 16,199,400 ++ 205,669,000 7,569,350 
‘f [Zeseeees 255,808,800 18,881,000 .. 42,643,400 «+ 16,140,500 .. 207,900,300 -. 9,549,325 
“  20seesees 253,210,500 .. 18,399,300 45,689,800 .. 16,112,700 217,993,500 +. 12,090,725 
‘€ 27eceeee+ 25%492,700 -. 17,388,500 -- 49,290,400 «- 16,059,200 .. 208,978,700 ++ 14,414,225: 
June 3.e+e+e2 250,679,500 .. 17,488,800 .. 51,766,500 .. 15,943,800 211,196,600 16,456,150: 
‘€ 1..eeeeee 249,370,700 -. 15,729,100 53,060,000 .. 15,810,100 210,830,500 16,081,475: 
‘€ “IJeeeeees 246,862,100 .. 15,318,200 .. 54,360,200 .. 15,646,400 208,602,000 17,527,900 


The Clearing-House exhibit of the Boston banks for the past month is as below: 
1876. Loans. Specie. Legal Tenders. Deposits. Circulation. 


May 27++++++++$ 129,204,900 ---- $1,892,700 -- - $6,783,600 ..-- $74,638,100 .... $ 22,886,900 
June 3eeee+e++ 128,837,200 «+++ 1,843,800 «.-- 7,283,000 «+++ 75,337,300 e+- 22,835,800: 
= 129,141,800 «+++ 1,686,600 «+++ 7,211,400 «+++ 75,344,200 «+--+ 22,747,700: 
£€ Jeeeesess 129,090,000 «+++ 1,486,100 «eee 7,187,300 «+++ 74,699,200 «++. 22,727,100: 


In Philadelphia the limited demand for money is as marked as heretofore. The bank state- 
ments are as follows : 

Loans. Specie. Legal Tenders. Deposits. Circulation. 

+ $60,074,196 «+++ $509,562 «+++ $13,784,908 .... $48,139,379 «++. $10,307,422" 

60,135,894 e+e. 475,196 «+++ 14,306,810 coos 49,120,753 +--+ 10,296,674 


TOseessees 60,073,358 «+++ 495,17E eee 14,706,220 «+++ 48,759,893 +--+. 10,288,533, 
TJ-eeeeees 60,210,058 +ee+ 495,950 veee 14,822,206 «2... 48,927,445 +--+ 10,246,671 


From the statement of the public debt it appears that during the the month of May the 
aggregate decrease of ‘‘ debt less cash in the Treasury’”’ is $4,617,515, and the actual decrease 
of the total public debt during the month is $9,212,756 23. Of this reduction § 5,342,858 05 is- 
in the interest and bonded debt, and $3,904,898 18 in the currency debt. Deducting coin 
certificates, the amount of specie owned by the Government was $49,629,728 81 at the beginning 
of May, and $40,909,966 37 at the beginning of June, the decrease of $8,719,762 44 is due in 
part to the payment of interest, and in part to the issue of silver. According to the reports 
of 2oth June, the total amount of silver paid out was $91,977,520 since the beginning of the 
ssue, of which $6,238,103 was in retirement of fractional notes, and $3,739,417 in payment of 
drafts. The reduction for the eleven months amounts nearly to twenty-five and one-half 
millions, which is twice as great as the reduction for the corresponding eleven months of the 
preceding . fiscal year. The amount of fractional currency now outstanding, $37,359,474 30,. 
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includes notes destroyed and lost, variously estimated at $10,000,000 to $15,000,000 in amount, 
so that there is still in use from $22,000,000 to $27,000,000 of such currency. Less than five 
millions have been retired since the payment of silver coin was commenced—since April 1 only 
$4,903,373 70. The amount of fractional currency according to the debt statement of Feb. 1 was 
$ 45,864,382 16, so that about $ 3,600,000 was retired prior to the issue of the new silver coinage. 
Including the amount of fractional currency destroyed and lost, it is computed that nearly 
twenty millions of the public debt has been extinguished by the destruction or loss of the 
bonds and notes. ‘The total greenback and fractional currency outstanding :st June is reported 
as follows: Old demand notes $68,037; legal-tender notes, new issue, $ 28,533,974; legal-tender 
notes, series of 1869, $231,140,003; legal-tender notes, series of 1874, $63,469,653; legal-tender 
notes, series of 1875, $46,980,38; one-year notes of 1863, $61,755; two-year notes of 1863, 
$19,200; two-year coupon notes of 1863 $25,000; compound-interest notes, $ 334,450; fractional 
currency, first issue, $4,296,411; fractional currency, second issue, $3,117,914; fractional 
currency, third issue, $3,076,842; fourth issue, first series, $4,454,964; fourth issue, second 
series, $1,128,137; fourth issue, third series, § 2,250,237; fifth issue, $19,034,966; total, 
$ 407,991,584. These figures are the more interesting from the circumstance that it has been 
contended by Mr. Spaulding and others, that all greenback issues later than those of 1869 were 
emitted without the authority of law. The outstanding greenbacks on the 17th June are reported 
at $ 370,123,668. The total circulation of the National Banks, with the amount of bonds de- 
posited in Washington compare as follows: 


Week Notes in Bonds for Bonds for Coin in Coin 
ending circulation. circulation. U.S. deposits. Total bonds. Treasury. Certificates. 


1875. 

July 24-+++ $ 350,764,469 - $ 374,753,362 - $18,792,200 . $ 393,545,562 - $66,926,937 . $223628,300 
Aug. 7..++ °348;937:939 -- 374,927,862 .. 18,792,200 «+ 393)720,062 .: 71,953,412 «+ 22,657,200 
Aug. 21.. 349,130,000 .. 374,788,762 .. 18,792,200 .. 393,580,962 .. 70,738,807 ** 18,561,000 
Sept. 11..-- 347,980,000 .. 373,382,762 .. 18,792,200 .. 392,174,962 -+ 66,730,316 «- 16,389,400 
Sept. 347:720,223 ++ 372,150,762 .- 18,792,200 .. 390,942,962 «+ 66,924,152 .. 12,435,000 
Oct. 346,769,853 ++ 369,791,762 .. 18,782,200 «- 388,573,962 -. 68,784,332 .. 12,477,100 
Oct. wees 346,813,776 .. 368,857,212 18,782,200 .. 387,639,412 ++ 70,472,506 .. 12,775,600 
Oct. 344,458,128 «+ 368,119,917 18,760,000 .. 386,879,917 -- 69,070,408 .. 11,502,300 
Oct. 346,805,616 .. 367,799,412 18,730,000 .+° 386,529,412 -. ceccsece os cocccess 
Nov. wees 3459799,108 .. 366,658,312 18,730,000 .. 385,388,312 .- 72,042,514 16,069,900 
Dec. 343,938,278 .- 364,690,112 .. 18,626,500 .. 383,316,612 .. 69,206,263 .. 21,447,000 
1876. 

Jan. 343-253,577 ++ 362,108,062 «+ 18,626,500 ++ 380,734,562 ++ 73,200,709 -- 34,429,000 
Feb. 19..+- 341,557,911 «« 358,428,650 18,621,500 .. 376,050,150 es 75,051,625 33,786,900 
Mar. 2tcees 340,046,776 .. 355,311,715 -+ 18,741,500 .. 374,053,215 ++ 69,657,203 -- 34,797,600 
Apr. 21-.++ 337:635,219 -- 347,800,350 ++ 18,623,000 ++ 366,423,350 -. 76,148,711 ++ 28,457,600 
May 20.... 335,197,105 «+ 344,883,850 -. 18,623,000 363,506,850 oe eeccee..s cecccoce 
June 17++0+ 332,322,678 «+ 342,340,550 ++ 18,823,000 .. 361,163,550 -- 65,664,354 -- 22,874,000 


The savings banks of California complain that they are more heavily taxed than those of 
other States, and they have lately sent an agent to Washington, who has stated the case to the 
Ways and Means Committee, so that equal justice should be done to all. It appears that where 
a bank has no capital stock, and does no other business besides investing the money of its de- 
positors without a profit to the bank, deposits of $2,000 and under are exempt from the one- 
half of one per cent. annual tax levied upon savings banks by the internal revenue laws. The result 
of this is, that nine-tenths of the depositors in other States have been exempt from the tax, while 
in California the average is but two-thirds. The technical construction of a California statute per- 
mits such banks to dispose of reserved funds over $100,000, and it seems that the Treasury 
Department is disposed to deny such banks the exemption allowed by law. In such an event 
California, it is argued, would contribute one-third of all the taxes collected from this source 
throughout the Union. An amendment to the law is therefore proposed, declaring that posses- 
sion of a reserved fund over and above $100,000, so long as no disposition be made of the sur- 
plus save for the benefit of depositors, is not inconsistent with the right of exemption from tax. 
It appears that during the fiscal year ended June 30th, 1875, the savings banks of California, 
paid an amount of revenue from this source exceeded by no other State but New York, which 
paid into the Treasury $157,351 26, while California paid in $87,341; Connecticut, $80,925; * 
Rhode Island, $71,483; New Jersey, $38,316; New Hampshire, $23,030; Maine, $18,843; 
Maryland, $ 10,469; the remaining States, $14,355. Hence the total tax collected was §$ 502,117. 
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The foreign imports at the port of New York for the month of May compare as follows : 
1874. 1875. 1876. 
Entered for consumption.......cecsseesseseees $13,394,964 ++ $10,703,394 $ 9,286,918 
Entered for warehousing. scccseseseeees 12,118,107. 10,092,919 +. 8,078,024 
Free goods. ..cccce.cecccccrccccccccoccccccccs 9,902,831 .. 12,453,830 «+ 6,130,616 
Specie and bullion....ccccecsccesseccecesececs 1,054,630 .. 812,905 175,953 


Total entered at port.... eoccsces $36,470,532 : : $ 34,063,048 $ 23,671,5t1 
Withdrawn from warehouse......ssceseeseeees 8,251,185 .. 7,012,808 .. 6,844,256 


For the eleven months from June 30th, 1875, the New York imports compare as follows : 


Six months ending 1874. 1875. 1876. 
January fesceee sovcsscccceceees $ 177,517,854 -«- $175,110,736 $ 148,408,179 
January .... Rene a 30,310,679 24,831,250 29,756,259 
February ...ccccsccsccccccecs ee 35,439,046 .. 36,923,360 27,977,330 
March 42,599,446 38,289,583 .. 32,018,867 
PPIITITTTTTTT TTT itr tre 42,764,927 «- 30,037,367 «. 23,804,232 
36,470,532 -- 34,063,048 «+ 23,671,511 


Total for eleven Months....cccccccceseceeeses $ 363,103,084 +. $339,255,344 ++ $ 285,636,378 
Deduct specie..... 18,136,200 o. 10,310,978 .. 7,669,985 


Total merchandise. ......0....+++ seeseceecee $344,966,884 .. $328,944,366 .. $277,966,393 
The New York exports for May, compare as follows, exclusive of specie : 

° 1874. 1875. 1876. 
Domestic produce.sccscccccccccsecveseeceees $22,781,958 «.. $19,783,016 $ 20,652,833 
Foreign free goods. ...cccccccesseccesess 196,911 .. 167,791 - 146,737 
Foreign goods dutiable...... ° 812,868 663,714 .. 7795557 
Specie and bullion....ccccsccccccccccccccese ° 11,865,51r .. 9,355,251 - 8,519,671 


‘Total exports se ceccccececccsecscessess $35,057,248 +. $29,969,772 .. $30,095,798 
Total exports exclusive of specic...secceseees 23,791,737 ++ 20,614,521 .. 21,576,127 

The New York exports for the eleven months from June 30th, 1875, compare as follows, 
exclusive of specie : 

Six months ending 1874. 1875. 1876. 

January 1 ‘ cocccces $ 160,757,524 .- $140,508,524 .. $ 134,944,600 
January eseeee «sme sO6 0p pees 23,455,038 .. 19,291,403 ++ . 21,800,226 
February . 20,725,611 .. 18,111,985 18,304,987 
March... cescocccccscccces 22,909,218 .. 19,582,162 .. 20,944,776 
Aprilecccesceccee ° 23,301,296 19,600,855 18,259,851 
May Cocccccccsccgocccccqecccces ésees 23,791,737 + 20,614,521 .. 21,576,127 


Total produce. .....seeeesees eves ae - $274,941,654 +. $ 237,709,450 $ 235,830,567 
Add specie. ...ccsccecs 43,352,085 .. 64,279,406 42,988,440 


Wet CANN s ccicccccccccs + $318,293,739 ee $ 301,988,856 Be $ 276,819,007 
‘ee ees 


DEATHS. 


“" At Meprina, Onto, on Sunday, April 16, aged fifty-seven years, Harrison G. Brake, 
Cashier of the Phenix National Bank of Medina. 

At GREENVILLE, Onto, on Monday, April 24, aged sixty-two years, WasHInGTon A. 
Weston, President of the Farmers’ National Bank of Greenville. ® 

At Paris, FRANCE, on Monday, May 29, aged eighty years, James GALtatin, formerly 
President of the Gallatin National Bank of New York. 

At Battimore, Mp., on Friday, June 2, aged seventy-eight years, Trueman Cross, 
Cashier of the Commercial and Farmers’ National Bank of Baltimore. 





